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CONSERVATION AND DEVELOPMENT OF LAND AND 
WATER RESOURCES 


FRIDAY, JULY 6, 1956 


Unirep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS AND 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met at 10:05 a. m., pursuant to call, in room 224, 
Senate Office Building, Hon. James E. Murray, chairman of the Com- 
mittee on Interior and Insular Affairs, presiding. 

Present: Senators James E. Murray, Montana; Clinton P. Ander- 
son, New Mexico; Henry Dworshak, Idaho; Frank A. Barrett, 
Wyoming, and Robert S. Kerr, Oklahoma. 

Also present: Senators Pat McNamara, Michigan; and Edward 
Martin, Pennsylvania. 

Chairman Murray. The hearing will come to order, please. 

The hearing today is on Senate Resolution 281, which is designed to 
clarify the relationship between the Congress and certain of the execu- 
tive agencies concerned with water-resource development and related 

olicies. 

I ask that Resolution 281 be copied into the record at this point. 

(S. Res. 281 follows :) 


[S. Res. 281, 84th Cong., 2d sess. ] 
RESOLUTION 


Whereas the Bureau of the Budget, on December 31, 1952, issued Circular 
Numbered A-47, prescribing standards, procedures, and policies for the evalua- 
tion of proposed Federal projects for land and water resources conservation and 
development ; and 

Whereas the Bureau of the Budget, on November 29, 1954, proposed a revision 
of Circular Numbered A-47, the application of which would impose further re- 
striction by the executive agencies on Federal participation in the conservation 
and development of land and water resources, and on which hearings were held 
by the House Committee on Interior and Insular Affairs March 15 and March 30, 
1955 ; and 

Whereas on January 17, 1956, the President of the United States transmitted 
to the Congress the Report (House Document Numbered 315, Eighty-fourth Con- 
gress, second session) of the Presidential Advisory Committee on Water Re- 
sources Policy, consisting of the Secretary of Defense, the Secretary of the Inte- 
rior, and the Secretary of Agriculture, designated by the President May 26, 1954, 
with a recommendation that “* * * the Congress give prompt attention to its 
proposals” ; and 

Whereas it is stated, at page 84 of the Economic Report of the President, 
transmitted to the Congress January 24, 1956, that “in due course, legislative 
proposals will be submitted to implement the recommendations” of the Presi- 
dential Advisory Committee on Water Resources Policy, but no such proposals 
have yet been submitted to the Congress and instead it is indicated that the 
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recommendations may be implemented by direct action of the executive agencies: 
Now P therefore, be it 

Resolved, That it is the sense of the Senate that the stabilization of the 
national economy and the effectuation of the wisest, most orderly, and most 
economic utilization of the land and water resources of the Nation for the 
widest possible public benefit require that the Federal Government continue to 
exercise all of its constitutional powers not only to encourage but to participate 
in the conservation and development of such resources for all purposes, and that 
the continued nullification by the executive agencies of this fundamental and 
long-established national policy would constitute a usurpation of the legislative 
power 

Sec. 2. That land and water resources development should be planned on com- 
prehensive bases and with a view to such an ultimately integrated operation of 
component segments as will insure the realization of an optimum degree of 
physical and economic efficiency. 

Sec. 3. That the number of Federal agencies, offices, and organizations having 
to do with the planning and review of projects for the conservation and develop- 
ment of land and water resources should be reduced, rather than increased, and 
that technical and administrative routing and review procedures should be 
simplified and shortened in order to facilitate and to accelerate the submittal of 
reports to the Congress in support of requests for the authorization of projects. 

Sec. 4. That reports to the Congress in support of requests for the authorization 
of projects for the conservation and development of land and water resources 
should include evaluations made in accordance with criteria prescribed by 
the congressional committees having jurisdiction of the subject matter, and 
that they should fully disclose the details and results of all studies and analyses 
of all potential utilizations, costs, allocations, payout, and benefits, both direct and 
indirect, made by all interested operating agencies. 

Sec. 5. That the preservation of the constitutional principle of separation of 
powers requires that any departure by the executive agencies from the observance 
and employment of the traditional policies, standards, procedures, and techniques 
reflected in and growing out of the settled administration of the large body of 
organic law governing the conservation and development of the land and water 
resources of the Nation be effected only after full examination and consideration 
by the Congress. 


Chairman Murray. Senate Resolution 281 is sponsored jointly by 
the chairman of the Public Works Committee—Mr. Chavez—and rank- 
ing members of the Committees on Public Works and Interior and 
Insular Affairs—Senators Kerr and Anderson. The subject matter 
cuts across the jurisdiction of both committees and was referred for 
joint consideration. 

Some members of each committee who are intensely interested in 
the resolution are unable to be present today. I have particular ref- 
erence to the senior Senator from New Mexico—Mr. Chavez—chair- 
man of the Committee on Public Works, and the senior Senator from 
Oklahoma—Mr. Kerr—chairman of the Public Works Subcommittee 
on Flood Control, two of the sponsors. Consequently, the session to- 
day will be largely devoted to hearing out-of-town witnesses and per- 
haps preliminary statements from representatives of executive 
agencies. 

Before calling the first witness, I desire to make a few observa- 
tions that are pertinent to the subject. 

First, nearly 6 months have elapsed since the President, on January 
17, 1956, sent to the Congress the report of his Advisory Committee 
on Water Resources Policy. The Congress was urged to “give prompt 
attention to its proposals.” Subsequently, on January 24, in his 
economic report, the President advised that, “in due course, legis- 
lative proposals will be submitted to implement the recommendations 
of the commitee.” 

No legislative proposals have come forward. Since the Congress 
is approaching adjournment, some of us have been concerned at the 
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apparent intention to bypass the Congress and establish polici Le and 
procedures by Executive fiat. We can all agree that there have been 
tendencies in that direction that have been disturbing. 

The new layering process outlined by the President’s Advisory 
Committee under the guise of coordination is particularly discon- 
certing. You will remember, I am sure, the definition of a “coordi- 
nator” that was bandied about a few vears ago to this effect : “A co- 
ordinator brings chaos out of confusion.” 

We all know how long it now takes to bring a water resource project 
to the point of authorization. It is not difficult to foresee what will 
happen if we are to have a coordinator on top of the Bureau of the 
Budget and the other agencies and processes that are already in 
existence. 

For some years, many of my colleagues on both sides of the aisle, 
as well as myself, have been er avely concerned by the growing tendency 
of the executive agencies to assume prerogatives which constitutionally 
belong to the Congress. This is being accomplished through two 
negative devices: (1) the failure to furnish officially requested reports 
promptly, and (2) the failure to furnish objective reports which make 
a full disclosure of the facts. 

In the field of land and water resources, the continuation of these 
practices cannot help but undermine the conservation and develop- 
ment that are essential to our national wealth and well-being. 

When Senate Resolution 281 was introduced, I inserted in the record 
a statement explaining in detail the reasons and objectives of the 
proposal. I also inserted a copy of my memorandum of April 4, to 
the members of the Senate Committee on Interior and Insular Affairs, 
on these problems, with attached excerpts from a colloquy between 
Senators Goldwater and Barrett during a hearing on 8. 863. Without 
objection, copies of these documents will be made a part of the record 
of this joint committee hearing. 

(The material referred to follows:) 


STATEMENT IN EXPLANATION OF SENATE RESOLUTION 281 


The purpose of this Senate resolution is to correct a situation in which the 
executive agencies of the Government are progressively arrogating to themselves 
land and water resources development policymaking functions which properly 
reside with the Congress. 

It is elementary that the National Government has a set of constitutional 
powers which provide the legal foundation for broad activity in this field. These 
derive from the commerce clause, the property clause, the treatymaking provi- 
sions, the war powers clauses, and the power to provide for the general welfare. 

For more than a half century the Congress has repeatedly exercised these con- 
stitutional powers through the enactment of legislation authorizing the construc- 
tion of works and directing the conduct of activities in myriad fields of land and 
water resources conservation and development. These fields include the following: 

1. River regulation. 

2. Rivers and harbors and inland waterways. 

3. Improvement of navigation. 

4. Control of floods. 

5. Conservation, storage, and replenishment of surface and undergr»und 
water supplies, and their release and delivery for domestic, agricultural, 
municipal, and industrial purposes. 

6. Generation, transmission, and marketing of hydroelectric power and 
energy. 

7. Watershed management. 

8. Soil conservation. 

9. Salinity repulsion. 

10. Stream pollution abatement. 
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11. Beach erosion control. 
12, Conservation and development of fish and wildlife resources. 

13. Protection of life and health. 

14. Enjoyment of recreational benefits. 

The Congress has regularly appropriated moneys for loans, grants, and direct 
expenditures for the foregoing purposes. 

These many years have built up a large body of organic law, with an attendant 
growth of traditional standards, procedures, and techniques, all reflecting a 
fundamental and well-established national policy of Federal participation in the 
full utilization of all of our land and water resources. 

More recently, however, a dangerous trend of encroachment by the executive 
agencies on the constitutional powers of the legislative branch of the Govern- 
ment has become apparent. 

On December 31, 1952, the Bureau of the Budget issued Circular No. A-47, on 
the subject Reports and Budget Estimates Relating to Federal Programs and 
Projects for Conservation, Development, or Use of Water and Related Land Re- 
sources. It is generally recognized that many land and water resources projects 
which already are in varying stages of authorization, construction, and opera- 
tion could not have been justified as economically feasible by the rigid, execu- 
tively imposed standards of Circular No. A-47. 

It is empirically demonstrable, nevertheless, that the potential contributions 
of these projects to the national wealth exceeds the initial Federal investment 
by many times. 

On November 29, 1954, the Bureau of the Budget proposed a revision of Cir- 
cular No. A-47. This revision, if adopted, would establish even more inflexible 
standards for Federal participation in the conservation and development of 
land and water resources. 

Circular No. A-47 and the proposed revision were the subjects of hearings con- 
ducted by the House Committee on Interior and Insular Affairs, March 15 and 
30, 1955. It was then indicated by the Director of the Bureau of the Budget that 
formal issuance of a revision of the circular would await the recommendations 
of the Presidential Advisory Committee on Water Resources Policy, consisting 
of the Secretary of Defense, the Secretary of the Interior, and the Secretary of 
Agriculture. This Committee had been designated by the President May 26, 
1954, with an instruction to submit its recommendation “* * * not later than 
December 1, 1954.” 

The Committee’s report was not submitted, however, until December 22, 1955, 
and it was transmitted to the Congress by the President January 17, 1956, with 
his recommendation that “* * * the Congress give prompt attention to its 
proposals.” Shortly thereafter, on January 24, 1956, the President transmitted 
to the Congress his Economic Report, in which it was stated that “in due course, 
legislative proposals will be submitted to implement the recommendations” of 
the Presidential Advisory Committee on Water Resources Policy. No such pro- 
posals have yet been submitted to the Congress, nor, on the other hand, has the 
proposed revision of Budget Circular No. A-47 been formally adopted. 

However, there are indications that the executive agencies may undertake to 
put the recommendations of the Presidential Advisory Committee on Water 
Resources Policy into actual operation by administrative fiat. The practical 
application of a number of them would have a most serious and damaging impact 
on the continued conservation and development of the land and water resources 
of the Nation, by reason of the resultant curtailment of Federal participation 
in such activity. 

Exemplary of the expressed executive attitude is a statement of the Presiden- 
tial Advisory Committee on Water Resources Policy in the submittal of its report 
to the President. It is there stated that the recommendations are believed to 
“* * * avoid the undue intrusion of the Federal Government into this field.’ 
The Committee further has recommended that individual units within regional 
or river-basin plans be set up as component segments or projects, stating that 
“to so separate general plans into their component projects offers much wider 
opportunity for participation of non-Federal agencies, and thus not only reduces 
Federal responsibility but leaves the door open for local initiative.” 

The Committee has recommended an extraordinary and highly layered scheme 
of organization for the planning and review of land and water-resources projects. 
This would include (1) a number of regional or river basin water resources 
committees, composed of Federal and State representatives, which would 
“* * * coordinate resources planning and development activities” and recom- 
mend annual work schedules “* * * to be reflected in the budget requests of 
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each cooperating agency”; (2) a permanent Interagency Committee on Water 
Resources, composed of high-level officials of six Federal agencies, to “* * * have 
authority by unanimous action to determine finally interagency relationships” ; 
(3) an office of Coordinator of Water Resources, in the Executive Office of the 
President, which would “* * * cooperate with the Bureau of the Budget and 
the Council of Economic Advisers in the evaluation of departmental requests for 
appropriations, and assist in the reconciliation of water-resources policy with 
other Federal policies”; and (4) a Board of Review for Water Resources 
Projects, also in the Executive Office of the President, composed of three per- 
sons “* * * who have had no part in the original planning of the projects they 
would be asked to review and who would not be involved in the subsequent con- 
struction of such projects.” 

The functions of all of the foregoing would be in addition to and separate from 
the functions of the several operating agencies and the budgetary, fiscal policy 
review, and legislative-clearance functions of the Bureau of the Budget. It is 
manifest that the repetitive review which these processes would entail could 
succeed in bringing Federal participation in land and water-resources conserva- 
tion and development to a complete standstill. 

The Presidential Advisory Committee on Water Resources Policy has failed 
to accord adequate recognition to the development of hydroelectric power poten- 
tial as a national water-resources problem. This is particularly true with respect 
to the essential financial significance of such development in the economic justi- 
fication of multiple-purpose projects for the irrigation and reclamation of arid 
and semiarid lands in the 17 Western States. 

The Presidential Advisory Committee on Water Resources Policy has recom- 
mended that “* * * no loans or guaranties should be made to cover costs of 
developing projects or portions thereof for power or municipal and industrial 
water since, if these are economically sound, they may be readily financed other- 
wise.” : 

With respect to the evaluation of projects for the conservation and develop- 
ment of land and water resources, the Presidential Advisory Committee on Water 
Resources Policy has recommended (1) that the separable costs-remaining bene- 
fits method of costs allocation be employed to the exclusion of other methods, 
(2) that benefit-cost ratios be calculated on the basis of primary benefits only, 
(3) that the evaluation period for estimating benefits and costs in no circum- 
stances be greater than 50 years, and (4) that all Federal agencies conform to 
uniform standards of evaluation. 

It is imperative that the Congress reaffirm and implement its constitutional 
responsibility for establishing national policies and prescribing standards in the 
field of land and water resources conservation and development. Legislative 
acquiescence in a contrary course of executive action would constitute an abdi- 
cation of that responsibility. This resolution will make clear the sense of the 
Senate. 





MEMORANDUM FRoM SENATOR MURRAY 


UntIrep STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFATRS, 
April 4, 1956. 
Memorandum to: Members of the full committee. 
From: James E. Murray. 


You will be interested in the attached excerpts from a colloquy between Sena- 
tors Goldwater and Barrett at a committee hearing on Monday, March 19, on 
S. 863 (and Senator Barrett’s amendments thereto), a bill to govern the control, 
appropriation, use, and distribution of water. 

In reviewing the transcript of the hearing, I was impressed with Senator 
Goldwater’s views on 2 points, which I regard as of moment to bring to the direct 
attention of the members of the committee individually. When you have re- 
viewed the comments of our 2 colleagues, particularly with respect to the trend 
that has been accentuated in the present administration with respect to the re- 
ports on pending legislation, I shall be glad to have your views as to appropriate 
action looking to correction of the situation emphasized by the 2 Senators. 

Senator Goldwater’s comments, while particularly pointed to the reports ‘on 
S. 863, are directed generally toward the trend in the executive departments. 
I am sure we all feel that this trend is not particularly new but that it is now 
being accentuated, as the Senator emphasizes. I quote the following paragraphs 
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from the statement of the junior Senator from Arizona, which I feel are espe- 
cially pertinent: 

“I do not know why we in the legislative branch have to wait patiently and 
bend over backward and salaam toward the upper end of Pennsylvania Avenue 
waiting for these reports. 

“I have read the Constitution a thousand times and I cannot find anything 
which says that when we are writing our legislation we have to wait for some- 
body up there to say ‘Yes’ or ‘No.’ 

“Personally, I do not like the idea of such reports having such a bearing on 
legislation. I think it is a complete infringement on the intent of the Con- 
stitution, to have the executive, through its various agencies, influencing legis- 
lation down here.” 

Other phases of Senator Goldwater’s statement relate to the merits of 8S. 863 
and the proposed amendments, as well as to the ever greater need for the West- 
ern States to take action against the accelerated trend toward complete Federal 
control, especially with respect to water laws. The legislation before us well may 
be a step toward solving the water rights phase of the problem. 

My purpose in bringing the observations of Senators Goldwater and Barrett 
to the attention of each individual member of the committee is with a view to 
determining whether the Committee on Interior and Insular Affairs should con- 
sider the adoption of a rule which would seek to remedy the situation that is stated 
so succinctly. I have noted, over the years, the growing tendency in the executive 
departments to attempt to dictate to the Congress. They hold over our heads 
the threats of veto by the President, although I doubt if any President is often 
consulted directly prior to the making of such threats except with respect to major 
pieces of legislation which carry out his announced program. 

When you have considered this memorandum, together with the attached copy 
of Senator Goldwater’s observations and those of Senator Barrett on this subject, 
I will appreciate your comments, by April 20, on the following suggestion : 

That the committee consider the adoption of a rule that would, among other 
things, seek expressions from the executive agencies only along these lines: 

(a) Objective or factual reports to be submitted promptly as a matter of 
information ; 

(b) Specific authority or precedents are to be cited by the agencies in sup- 
port of whatever conclusions they wish to state ; 

(c) Recommendations shall be couched in language that recognizes the 
legislative responsibility as separate from that of the executive ; 

(d@) Unless reports are furnished promptly, the committee will assume 
there is no objection on the part of the executive agencies, including the 
Bureau of the Budget ; and 

(e) That when expressions such as “in accord” or ‘‘not in accord” with the 
President’s program are used, there shall be specific references to the Presi- 
dent's views rather than generalizations. 

On receipt of your comments, I will call a special meeting of the committee to 
consider the subject. The date will probably be a day convenient to the majority 
of the committee during the first week in May. 

JAMES E. Murray, Chairman. 


Excerpts From a CoLtoqguy BETWEEN SENATORS GOLDWATER AND BARRETT AT A 
COMMITTEE HEARING ON MONDAY, MARCH 19, on S. 863 (AND SENATOR BARRETT’S 
AMENDMENTS THERETO), A BILL To GOVERN THE CONTROL, APPROPRIATION, USE, 
AND DISTRIBUTION OF WATER 


Senator Gotpwater. Senator Barrett, as you know, you and I discussed this 
situation last year when these court decisions came down and I agreed with 
you at that time concerning the necessity of legislation, and I do now more 
than ever. 

I, myself, as a Republican, am deeply concerned and disturbed by the attitude 
of this administration as reflected in the several reports that we have before us. 
Where this administration heretofore has diverted most of its domestie efforts 
to getting the Federal Government out of the business of the several States, in 
conformity with the 10th amendment, it now seems bent on getting into the 
area that is most sacred and most important to the arid and semiarid States of 
the West. 

They are, in effect, tampering with the way of life in the West that has existed 
since the West has existed ; in fact, as was brought out this morning, the present 
recognition of water rights stems from the very founding of California and has 
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been borne out through over 100 years of practice as accepted by the people of 
the West. 

This attitude of the several agencies of the Government I think will seriously 
affect western land values inasmuch as water rights and land values are one 
and the same thing when one is figuring property and property values in our 
part of the country. 

I think the very fact that these several agencies of Government have ex- 
pressed themselves as being of a mind that the Federal Government should get 
into an area where the States have historically operated will probably throw 
a cloud over these values even as of now. 

Now, in one of these reports, the report of the Bureau of the Budget, I believe, 
they state on page 2, and I quote in part as follows: 

“The fact remains that serious problems of Federal policy regarding the 
exercise of water rights, particularly in arid and semiarid areas of the West, 
have existed for a long time and there are basic conflicts which must be 
resolved.” 

Now, Mr. Chairman, you and I, coming from the West, know that that is not 
true. I cannot recall in my memory where the Federal Government and the 
State of Arizona have come into any argument that has not been resolved amica- 
bly and quickly and usually in the direction that the Federal Government wanted 
it to be resolved in. 

Senator Barrett. If my colleague will yield to me, the next witness is going to 
be the State engineer of Wyoming, and I am sure that he will confirm the state- 
ment that I am about to make, which is that there never has been a conflict 
between the Federal Government and the State of Wyoming with reference to 
water rights that interfered with the Federal Government in any shape or form. 

Senator GOLDWATER. I know that the experience of the chairman was the 
same as mine, and I think witness after witness from all the 17 Western States 
will bear us out. , 

Many people, particularly people in non-Indian States, express concern over 
the Indians’ rights. That is an area that might be called Federal policy. 

I would just like to put this for the record: That in every major decree that 
Arizona has ever had concerning its rivers, the Indians’ rights are the first to 
have been spelled out. 

That is true of the Colorado compact, and in the Kent system, which com- 
prises the Salt and the Verde, and the Gila decrees that applied to the Gila, 
the Indians’ rights were fully and adequately protected. So it is just not true 
what the various Federal agencies of the Government are saying. 

I concur in what Senator Malone has said; they have either done it through 
ignorance—and I would like to think that is the case—or they have done it 
through malicious intent to interfere with our way of life and, as a Republican, 
I would resent that. 

I appreciate the opportunity to make this statement and I also want to com- 
pliment you, Senator Barrett, on the excellent statement you made covering 
the whole problem this morning. 

Senator Barrerr. Thank you very much, Senator Goldwater. I may say, 
in defense of the administration, that several departments of the executive 
arm of the Government are in favor of this legislation; so I have been advised 
for quite some time. 

It is true, as you point out, Senator Goldwater, that the Justice Department 
has raised some legal questions, some constitutional questions, in hearings over 
on the House side. 

I may say that water lawyers who have had extensive experience in that 
particular field for a long period of years in the West have examined the record 
and are wholly in opposition to the position taken by the Justice Department. 

I am hoping as a result of these hearings we can at least convince every reason- 
able man on this committee that they are wrong in their contentions and their 
position and that the rule, as laid down by the Congress for the past 90 years, is 
a sound one and that there is no good reason why we should not reaffirm or 
restate that at this time. 

I want to congratulate you at this time, Senator Goldwater, on the splendid 
statement you made this morning. 

Senator GoLpwater. If I may be permitted to go one step further, because this 
brings up something that has been extremely distasteful to me before I came to 
the Senate and particularly since I have been here, and that is the idea that the 
executive branch of the administration enter into the legislative branch's work 
by the submission of these reports. 
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I do not know why we in the legislative branch have to wait patiently and bend 
over backward and salaam toward the upper end of Pennsylvania Avenue wait- 
ing for these reports. 

I have read the Constitution a thousand times and I cannot find anything 
which says that when we are writing our legislation we have to wait for some- 
body up there to say “Yes” or “No.” 

Personally, I do not like the idea of such reports having such a bearing on 
legislation. I think it is a complete infringement on the intent of the Constitu- 
tion, to have the executive, through its various agencies, influencing legislation 
down here. 

Here is legislation that affects 17 Western States, some 138 million acres of 
land, which is more land than lies east of the Mississippi, and the millions and 
millions of people that live on it, and yet if we are to follow the accepted practice 
of Congress during the last 25 or 30 years, I would say that this legislation has a 
pretty bad start because several people, and I imagine most of them are from the 
Eastern States, have written these reports and written them in a way that will 
not be of benefit to the people that we represent. 

I think it is incumbent upon us in this legislation, and in all legislation, to 
disregard whether it is favorable or unfavorable to those reports insofar as they 
influenced legislation. 

Senator Barretr. I may say to my colleague that Senator Knowland spoke 
to me just a few minutes ago and he wants an opportunity to appear before this 
committee. He feels just as strongly as you do that while the committee may 
feel under some compulsion to consider the reports that are brought up here by 
these departments of the Government, nevertheless we in the Congress have the 
final responsibility and it is going to be incumbent upon us to write legislation 
that we think is fair and equitable for the Western States and legislation that 
will at the same time protect the legitimate interests of the United States. 

So far as I know, I think that is precisely what this committee is going to do 
and what the Senate will do, and I hope what the House will do. 

When we get this legislation down there to the White House, then is when 
their responsibility starts and if they want to take the position contrary to the 
position taken by the Congress since 1866, that again is their responsibility. 

Senator GOLDWATER. Yes. 

Senator Barrett. Thank you very much, Senator Goldwater. 

Senator GoLDWATER. Thank you very much. 

Chairman Murray. Copies of Senate Resolution 281 were sent to 
the Director of the Bureau of the Budget, the Secretary of Defense, 
the Attorney General, the Secretary of the Interior, the Secretary of 
Agriculture, the Secretary of Health, Education, and Welfare, and 
the Chairman of the Federal Power Commission, with a request for 
their comments. All] but one have responded. 

The tenor of the executive comments is particularly noteworthy. 
All of the communications refrain, and quite properly so, from recom- 
mending action on the resolution. Virtually all, however, record a 
positive subscription to the principles announced in the resolution and 
mer oe a vigorous adherence to their application in practice, both 

istorically and prospectively. 

The experience of the committee of which I have the honor to be the 
chairman, and I am sure that of the Committee on Public Works as 
well, is at some variance with the demonstrated validity of these 
declarations. 

We have invited the heads of the several departments and agencies, 
or their authorized spokesmen, to be present this morning to discuss 
the matters of policy involved in the resolution. Also, I am informed 
that there are others who have expressed a desire to be heard. 

We are deeply interested in receiving the comments of everyone. 
I want to emphasize, however, that we do not propose at this time to 
explore the standards and mechanics for the planning and authoriza- 
tion of land and water resources development projects in particular- 
ized detail. It is not the intent of the resolution to reach to that point. 
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Rather, we wish to examine the nature of the actual operating rela- 
tionships between the Congress and the executive agencies, with a 
view to restoring the exercise of the powers of the legislative branch 
in this field. 

The first witness this morning will be Maj. Gen. Emerson C. Itschner, 
Department of the Army. 

Senator Anperson. Mr. Chairman, before the first witness starts, 
may I put into the record the comments of the State of New Mexico 
on Senate Resolution 281, submitted by S. E. Reynolds, State engineer, 
in which the State of New Mexico takes this opportunity of endorsing 
fully the general anne enunciated in Senate Resolution 281 and 
of opposing the encroachment of the executive branch on the duties 
and prerogatives of the Congress, particularly in the field of land and 
water development. 

Chairman Murray. That will be carried in the record. 

(The material referred to follows :) 


CoMMENTS OF STATE OF NEW MExIco ON SENATE RESOLUTION 281 BY SENATOR 
MURRAY AND OTHERS CONCERNING FEDERAL WATER POLICY IN THE PROCESSING 
or WATER USE PROJECTS 


Senate Resolution 281 has been prompted by the progressive intrusion of the 
executive agencies into the policymaking functions of land and water resources 
development which properly reside with the Congress. The preamble of the 
resolution recites the fact that circular No. A—47 issued by the Bureau of the 
Budget and a proposed revision of that circular tend to impose undue restric- 
tion by the executive agencies of the Government on Federal participation of 
land-development and water-resource projects. It refers to the report of the 
Presidential Advisory Committee on Water Resources Policy and indicates the 
fear that some of the recommendations of that committee may be implemented by 
direct action of the executive agencies rather than by legislation submitted to 
and passed upon by the Congress. 

The resolution refers to the constitutional powers of the legislative branch of 
the Government and states that such powers must be reserved to the legislative 
branch and not nullified by acts of the executive agencies. It emphasizes that 
the number of Federal agencies and organizations having to do with the planning 
and review of such projects must be reduced rather than inereased as proposed 
by the Presidential Advisory Committee on Water Resources Policy. It states 
that reports and requests for project authorization should include evaluations 
made in accordance with criteria prescribed by the Congress rather than by 
executive agencies and it reiterates the necessity of preserving the principle of 
separation of powers of each branch of the Government. 

It is understood that hearings on the above resolution will be held within 
about 10 days by a special committee of members of the Senate Interior and 
Public Works Committees. 

New Mexico takes this opportunity of endorsing fully the general principles 
enunciated in Senate Resolution 281 and of opposing the encroachment of the 
executive branch on the duties and prerogatives of the Congress, particularly in 
the field of land and water use development. 

8S. E. Reynoips, State Engineer. 
Santa Fr, N. Mex., July 2, 1956. 


Senator Anperson. I would also like to include a telegram which I 
received from Ival V. Goslin, engineer-secretary, Upper Colorado 
River Commission, endorsing the resolution and suggesting its 
passage. 

Chairman Murray. That may also be carried in the record at this 
point. 

(The material referred to follows :) 
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JRAND JunoTiION, CoLo., July 4, 1956. 
Hon. CLINTON P. ANDERSON, 
Senate Office Building, Washington, D. C.: 

Senate Resolution 281 should be adopted. It is in best interests of States of 
upper Colorado River Basin, the 17 Western reclamation States, and entire 
Nation. Agencies of executive department should not have power of life and 
death over legislation affecting water resources projects. Responsibility for 
approval of projects should be in legislative branch. National, State, and local 
values to economy derived from water and land resources projects are best 
evidence that establishment of rigid criteria under budget circular A-47 and 
Advisory Committee on Water Resources Policy is neither desirable nor war- 
ranted. Redtape should be eliminated with reduction on number of Federal 
agencies having powers of approval of projects. Heartily approve idea that 
results of all studies and analyses be submitted to congressional committees 
having jurisdiction. 

Iva V. GOSLIN, 
Engineer Secretary, Upper Colorado River Commission. 


Mr. Linewraver (Goodrich W. Lineweaver, professional staff). Mr. 
Chairman, before General Itschner starts, I would like to list the 
responses that we have from the executive agencies. 

These are from the Bureau of the Budget, of the Executive Office 
of the President, the Federal Power Commission, the Department of 
the Army, to which General Itschner will probably address himself, 
the Department of the Interior, the Department of Agriculture, and 
the Department of Health, Education, and Welfare. 

Chairman Murray. All these will be carried in the record at this 


point. 
(The material referred to follows:) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 22, 1956. 

Hon. JAMES E. Murray, 

Chairman, Committee on Interior and Insular Affairs, United States Senate. 
Hon. DENNIS CHAVEZ, 

Chairman, Committee on Public Works, United States Senate, 

Washington 25, D.C. 

My Dear Mr. CHAIRMEN: This is in reply to your joint letter of June 13, 1956, 
requesting the comments of the Bureau of the Budget on Senate Resolution 281, 
dealing with water resources policy and standards and criteria for authorization 
of water resources projects. 

The Bureau of the Budget does not consider it appropriate to make a recom- 
mendation with regard to action on Senate Resolution 281. Itis a matter entirely 
within the responsibility of the Senate. Our comments are intended to explain 
pertinent facts and circumstances bearing upon Senate Resolution 281. 

Senate Resolution 281 appears to be directed at project reports submitted 
to the Congress in support of the request for authorization of water resources 
projects. The resolution consists of a series of statements of policy which, 
if acted on favorably by the Senate, would represent an expression of the views 
of the Senate on general matters of water policy and would affect the actions 
to be taken by the substantive committees of the Senate which have legislative 
responsibility for the various Federal programs. The Senate, of course, may at 
any time adopt as a guide expressions of policy regarding water resources pro- 
grams. On the other hand, the submission of a project report to the Congress 
as a basis for legislative authorization is a recommendation by an agency of the 
executive branch of the Government made in response to a statutory requirement 
as to procedures to be followed. In the interest of orderly operation of the 
executive branch, the Bureau of the Budget under Executive Order No. 9384 has 
since 1943 conducted a review of project reports on behalf of the President. 
This procedure is designed to assure that submission of a project report to the 
Congress either is consistent with the programs and policies of the President or 
informs the Congress of any objections or other views the President may have 
regarding the project. 
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The preamble of Senate Resolution 281 refers to the issuance by the Bureau 
of the Budget, on December 31, 1952, of Budget Circular No. A-47, setting forth 
standards and procedures for the review of proposed Federal water and related 
land resources programs and projects. The preamble also refers to a draft 
revision of circular A—47, circulated for review and comment to the interested 
Federal agencies on November 29, 1954. sudget Circular A—47 and the draft 
revision of the circular were the subject of hearings held by the House Committee 
on Interior and Insular Affairs on March 15 and March 30, 1955, at which former 
Budget Director Rowland R. Hughes testified. 

As Mr. Hughes stated at that time, the original circular A-47 was issued by 
the previous administration, and the circular has been under review by the 
present administration. No decisions have yet been made with regard to issuance 
of a revised circular A-47, but we recognize the need for standards and criteria 
to guide the executive departments and agencies in preparing recommendations 
on water resources projects. The matters dealt with in circular A-47 are related 
to the comprehensive review of water policy which was undertaken, at the 
President’s direction, by his Advisory Committee on Water Resources Policy. 
The recommendations of the Advisory Committee have been commended by the 
President for the consideration of the Congress in the President's letter of 
January 17, 1956. 

While specific legislative proposals to implement the recommendations of the 
Presidential Advisory Committee have not yet been sent to the Congress, consid- 
eration is being given to such legislative proposals. At the same time, of course, 
consideration is being given to the possibility of implementing those aspects of the 
water policy report which lie wholly within the administrative responsibilites 
of the executive branch. Revision of Budget Circular A—47, therefore, has been 
deferred pending determination as to which aspects of the water policy report 
will require legislation for implementation. 

It should be noted and emphasized that the use of such general standards by 
the executive branch in the review of project reports does not determine the 
recommendations of the operating agencies to the Congress regarding authoriza- 
tion of projects, and does not change any of the requirements of existing law. 
As stated in paragraph 4 of circular A-47, “The standards and procedures set 
forth in this circular shall not be regarded as authorizing any deviation from 
general or specific requirements of law.” Actions taken by the Executive Office 
of the President under circular A-—47, therefore, represent presentation of 
information and recommendations to the Congress. The Congress, of course, 
in its action on legislation, makes the final decisions on authorization of projects. 

In the body of the proposed Senate resolution, section 1 states that it is the 
sense of the Senate that the wise and orderly use of the land and water resources 
of the Nation requires the exercise by the Federal Government of its constitu- 
tional powers to encourage and to participate in the development of such resources 
for all purposes and that “the continued nullification by the executive agencies 
of this fundamental and long-established national policy would constitute a 
usurpation of the legislative power.” 

The Bureau of the Budget agrees that the basic importance of the water 
resources of the Nation requires the continued participation by the Federal 
Government in ths development of these valuable resources. This administra- 
tion has consistently made provision in its annual budget recommendations for 
the initiation of construction of an additional number of new projects. Further, 
the Bureau is not aware of any instances in which the executive agencies of 
the Government have in any sense nullified, or attempted to nullify, the funda 
mental and long-established national policies regarding the development of water 
resources. 

Section 2 states that, in order to realize the most efficient and optimum de- 
velopment of land and water resources, such developments should be planned 
and undertaken on a comprehensive basis. The Bureau of the Budget is in 
complete agreement with the objective of this section. The administration’s 
endorsement of the upper Colorado River storage project clearly indicates its 
strong support of sound, comprehensive river basin development. In addition, 
there have recently been transmitted to the Congress, by direction of the \’resi- 
dent, the comprehensive reports on the New England-New York region and the 
Arkansas-White-Red River Basins. These reports are desirable steps toward 
comprehensive river basin planning in line with the sense of section 2 of the 
resolution. 

Section 83 resolves that the number of Federal agencies, offices, and organiza- 
tions having to do with the planning and review of land and water resources 
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projects should be reduced, rather than increased, and that technical and 


: 

administrative routing and review procedures should be simplified and shortened 4 
in order to facilitate and to accelerate the transmittal of reports to the Congress 4 
in support of requests for the authorization of projects. 4 
The Bureau of the Budget has long been concerned with the need to simplify ; 
and improve the organization of the executive branch for the planning and : 
review of natural resources programs and projects. From our studies and from 4 


the investigations of other groups such as the first and second Hoover Com- 
missions and the Presidential Advisory Committee on Water Resources Policy, 
it would appear that the desired improvements to promote consistency and 
coordination among the Federal and State agencies involved can be achieved in 
either of two ways: (1) Consolidating departments and agencies in the field of 
resource development, or (2) accepting multiple-agency administration but 4 
providing additional special organizational arrangements. After giving careful 4 
consideration to the problems involved, the Presidential Advisory Committee on 

Water Resources Policy recommended the latter approach. 

Section 4 expresses the principle that reports to the Congress for authoriza- 
tion of projects should be evaluated in accordance with criteria prescribed by 
the appropriate congressional committees and should fully disclose the details 
and results of all studies and analyses regarding the economic evaluation, 
costs, and financial arrangements for proposed projects. Project reports are 
designed for this specific purpose and constitute a procedural step prescribed 
in law as a step precedent to legislative authorization of the project by the : 
Congress. As such the report and accompanying views represent recommenda- 
tions to the Congress either for favorable or unfavorable action. In the former 
case they should be consistent with the programs and policies of the President. 

In the latter case they should clearly state the reasons for the adverse views. 
In either case the Bureau of the Budget conducts its review work in such a way 
as to assure full disclosure of all pertinent information regarding the economic 4 
evaluation and financial aspects of proposed project developments. ; 

Section 5 of the resolution states that the preservation of the constitutional 
principle of the separation of powers requires that any departure by the execu- 
tive agencies from the traditional policies, standards, and procedures growing 
out of the settled administration of the large body of organic law governing 
the conservation and development of the land and water resources of the Nation 
be effected only after full examination and consideration by the Congress. 
Again, the Bureau of the Budget agrees. 

Each water resources project report requires specific action by the Congress, 
unless the project can be administratively authorized under general provisions 
of existing law. Under these circumstances, the Bureau of the Budget believes 
that the conservation and development of land and water resources are being 
effected after full examination and consideration by the Congress. At the same 
time, it should be recognized that, in the complex field of water resources 
development, changes in basic legislation will be required from time to time to 
accommodate Federal programs to the economic growth and changing needs 
of the Nation. While the separation of powers set forth in the Constitution 
places on the Congress the responsibility of enacting such legislation, it also 
places responsibility on the Executive to recommend measures for the con- 
sideration of the Congress. These may involve recommended changes in basic 
legislation and the administration thereof. 

. The Bureau of the Budget appreciates this opportunity to comment with 
regard to the provisions of Senate Resolution 281 and will be available to par- 
ticipate in any hearings on this subject, if desired. 

Sincerely yours, 
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(Signed) A. R. Jones, Acting Director. 





FreperaAL Power CoMMISSION REPORT ON SENATE RESOLUTION 281, 84th CoNnGREss, 
A RESOLUTION RELATIVE TO THE CONSERVATION AND DEVELOPMENT OF LAND AND 
Water RESOURCES 


The resolution declares it to be the sense of the Senate that water resource 
development continues to be a responsibility of the Federal Government and 
emphasizes the importance of carrying out comprehensive planning of land and 
water resource development in conformity with standards, procedures, and 
policies established by Congress for the analysis and evaluation of proposed 
Federal multiple-purpose projects. 
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The role of the Federal Power Commission with respect to water resource 
development is defined and limited by congressional enactments. The licensing 
functions, Which is the Commission’s oldest activity, dates back to the Federal 
Waterpower Act of 1920, now part I of the Federal Power Act. Pursuant to that 
authority, the Commission issues licenses to non-Federal interests, including 
citizens, corporations, States, and municipalities, authorizing the construction, 
operation, and maintenance of waterpower projects on Government lands and on 
streams over Which the Congress has jurisdiction. It may also issue licenses to 
such non-Federal interests for the purpose of utilizing the surplus water or water- 
power from a Government dam. Licenses issued under the Federal Power Act 
are for fixed periods not exceeding 50 years and contain terms which protect both 
the public interest and the licensee. 

An important provision of the Power Act which safeguards overall Federal 
interests and insures initial consideration of Federal development is the require- 
ment in section 10 (a) that each project to be licensed shall, in the judgment of 
the Commission, be best adapted to a comprehensive plan for the development and 
utilization of the water resources of the river basin for public purposes. Also, 
under section 7 (b), if, in the judgment of the Commission the “development of 
any water resources for public purposes” should be undertaken by the United 
States, the Commission is directed not to approve any application for “any project 
affecting such development.” In such case, it must prepare certain data and sub- 
mit its findings to Congress with recommendations concerning the proposed 
development. 

Closely allied with the licensing activities are the Commission’s studies and 
investigations of river basins and its power market surveys. Under the provi- 
sions of the Federal Power Act the Commission is given broad authority to make 
investigations and collect data concerning the utilization of our waterpower 
resources, and is authorized to cooperate with the executive departments and 
other agencies of the Federal Government and with State governments in such 
investigations. The Commission’s investigatory authority was broadened by the 
Flood Control Act of 1988 and subsequent Flood Control and River and Harbor 
Acts, which provided that power penstocks shall be installed at dams therein 
authorized when approved by the Secretary of the Army upon recommendations 
of the Chief of Engineers and the Federal Power Commission. 

These river basin and power market studies provide the basis for Commission 
action in the issuance of licenses, and also the basis for advising and making 
recommendations to the Federal constructing agencies on power matters. Coop- 
erative arrangements have been established with the Corps of Engineers and with 
the Bureau of Reclamation for furnishing advice and assistance on power matters. 
This cooperation begins in the early planning stages between the staffs of the 
Commission’s regional offices and the field representatives of the constructing 
agencies. 

As a member of the Inter-Agency Committee on Water Resources, which was 
formed by agreement with the Departments of the Army, Interior, Agriculture, 
and Commerce, the Commission cooperates closely with Federal and State agen- 
cies in planning the power aspects of sounder and better designed river develop- 
ment programs. Through its participation in such a joint effort the Commission 
has made significant contributions toward achieving a better understanding and 
solution of the power phases of common problems involved in the standardization 
of practices for the economic analysis of river basin projects. 

The Federal Power Commission is an independent agency having primarily 
licensing and investigatory functions under part I of the Federal Power Act with 
respect to non-Federal waterpower development, and it has no direct statutory 
responsibility for reports by other agencies to Congress in support of requests for 
authorization of Federal projects. As will be apparent from the foregoing 
analysis, this is the only agency of the Federal Government having complete and 
continuing records and information on practically all segments of the power 
industry, publicly and privately owned, its capacity, operations, requirements, 
loads, locations, and interconnections from which intelligent planning can be 
projected in accordance with the statutory directives of Congress. However, 
since the Commission’s functions are limited and since Senate Resolution No. 281 
involves essentially considerations of congressional policy pertaining to authori- 
zation of federally constructed projects, we prefer to express no opinion with 
respect to the advisability of adopting this Senate resolution. 


FEDERAL POWER COMMISSION, 
JEROME F’. KUYKENDALL, Chairman. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., June 28, 1956. 
Hon, JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to Senate 
Resolution 281, 84th Congress, a resolution relative to the conservation and 
development of land and water resources. The Secretary of Defense has as- 
signed to the Department of the Army responsibility for preparation of a report 
thereon. 

The Department of Defense has considered the above-mentioned resolution. 
The purpose of the resolution is to declare the sense of the Senate with respect to 
the utilization and development of land and water resources policy 

The Department of Defense has always recognized that it is the function of 
Congress to determine what projects shall be undertaken or participated in by 
the Federal Government and to establish uniform rules and regulations for those 
projects if it wishes, and the Department conforms strictly to legislative directives. 

This Department favors action by the Congress setting forth uniform policies 
and procedures to be followed by Federal agencies concerned with the develop- 
ment and control of the land and water resources of the Nation. These policies 
should cover planning and processing procedures, evaluation, allocation of costs, 
cost sharing, and other related matters. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received it will be forwarded to your committee. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


JuLY 6, 1956. 
Hon. JAMEs E. MurRAy, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to the letter of June 28, 1956, from the 
Secretary of the Army to you, expressing the views of the Department of Defense 
with respect to Senate Resolution 281, 84th Congress, a resolution relative to the 
conservation and development of land and water resources. 

Inasmuch as the committee had requested that action be expedited, the report 
was submitted to the committee without a determination by the Bureau of the 
Budget as to whether it conformed to the program of the President. 

This is to inform you that the Bureau of the Budget, on July 5, 1956, advised 
the Department of the Army that it had no objection to the report submitted to 
you on June 28, 1956. 

Sincerely, 
C. J. Havok, Jr., 
Brigadier General, GS, 
Chief of Legislative Liaison. 
J. KE. BASTION, Jr., 
Brigadier General, GS, 
Deputy Chief for Operations. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 2, 1956. 

Hon. JAMES BH. Murray, 

Chairman, Committee on Interior and Insular Affairs, 

United States Senate. 

Hon. DENNIS CHAVEZ, 

Chairman, Committee on Public Works, 

United States Senate. 


GENTLEMEN: A report has been requested from this Department on Senate 
Resolution 218, a measure which, if adopted, would express the sense of the Senate 
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with respect to certain matters concerning the planning and preparation of reports 
on water-resource developments. 

Reference is made in the resolution to the report of the Presidential Advisory 
Committee on Water Resources Policy (H. Doc. No. 315, 84th Cong.) and the fear 
is expressed that the recommendations contained therein “may be implemented 
by direct action of the executive agencies” rather than by congressional enact- 
ment. This report expresses basic and carefully considered policy conclusions 
of this administration. It is the intent of the administration to seek legislative 
implementation of those conclusions in every case in which existing law does 
not clearly leave discretion in the executive agencies. You may be assured that, 
like the authors of the resolution, the Department of the Interior is fully aware 
of the constitutional doctrine of separation of powers and that its constant effort 
has been and will be to avoid even seeming to arrogate to itself those powers 
which belong to the Congress. 

This Department is also committed to assisting in “the effectuation of the 
wisest, more orderly, and most economic utilization of the land and water re- 
sources of the Nation for the widest possible benefit.” It favors planning water- 
resource developments ‘‘on comprehensive bases and with a view to such an ulti- 
mately integrated operation of component segments as will insure the realization 
of an optimum degree of physical and economic efficiency.” It is of opinion that 
its reports to Congress, whether in support of or in opposition to proposals for 
the authorization of projects for the conservation and development of land and 
water resources, should and do “disclose the details and results of all studies 
and analyses of all potential utilizations, costs, allocations, payout, and benefits, 
both direct and indirect, made by * * * interested operating agencies.” It does 
everything within its power “to facilitate and to accelerate the submittal of 
reports to the Congress in support of requests for the authorization of projects” 
whenever it has the factual materials with which to do so and the proposed 
projects are found worthy. It endeavors and will endeavor in every way possible 
to cooperate with the congressional committees having jurisdiction over legisla- 
tion involving projects in which it is interested and to present to those com- 
mittees data on the projects in such form that they can determine their merits on 
the basis of such criteria as they may adopt as well as in terms of the criteria 
prescribed by other competent authority. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, 
FrepD A. SEATON, 
Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 25, 1956. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear SENATORS: This is in reply to your joint letter of June 13, 1956, 
requesting comments by this Department on Senate Resolution 281. 

From the standpoint of the continued orderly administration of the watershed 
protection and flood prevention programs of this Department, we see no need for 
the resolution. 

Following a preamble making reference to Bureau of the Budget Circular A-47 
and proposed revisions thereof and to the report of the Presidential Advisory 
Committee on Water Resources Policy, the resolution would declare the sense of 
the Senate to be that the Federal Government should continue to exercise all of 
its constitutional powers for conservation of land and water resources; that con- 
tinued nullification by the executive agencies of this fundamental and long-estab- 
lished national policy would constitute a usurpation of the legislative power ; that 
land and water resources development should be planned on comprehensive bases ; 
that the number of Federal agencies, offices, and organizations having to do with 
the planning and review of land and water resources conservation and develop- 
ment projects should be reduced, rather than increased ; that technical and admin- 
istrative routing and review procedures should be simplified and shortened ; that 
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authorizing project reports should include evaluations made in accordance with 
criteria prescribed by congressional committees and should ‘fully disclose the 
results of all studies and analyses; and that preservation of the constitutional 
principle of separation of powers requires that any departure by the executive 
agencies from traditional policies, standards, procedures, and techniques reflected 
in and growing out of settled administration of organic law governing the con- 
servation and development of land and water resources be effected only after full 
examination and consideration by the Congress. 

In assisting local organizations in the preparation of plans for small watersheds 
in accordance with the provisions of the Watershed Protection and Flood Preven- 
tion Act (Public Law 566, 83d Cong.), the only Department program which the 
circular affects, this Department’s procedures have been in conformance with the 
provisions of Bureau of the Budget Circular A—47, referred to in the preamble to 
the resolution, and in general accord with the proposed revisions thereof. 

That circular provides, among other things, that “The standards and procedures 
set forth in this circular shall not be regarded as authorizing any deviations from 
general or specific requirements of law. Whenever a report or budget estimate 
varies from such standards or procedures because of a requirement of existing 
law, the variation shall be indicated and reference made to the section of law 
imposing such a requirement.” No instance has occurred to date in which the 
law has required such a variation in connection with a report that this Depart- 
ment has assisted in preparing under Public Law 566. 

This Department’s policies and procedures for administration of Public Law 
566 also are in general accord with the policy recommendations of the Presidential 
Advisory Committee on Water Resources Policy. 

It is our understanding that the Bureau of the Budget is submitting general 
comments on the resolution to you. 

Sincerely yours, 
TruE D. Morse, Acting Secretary. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
July 5, 1956. 
Hon. JAMEs E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 
Hon DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear MeEssks. CHAIRMEN : This letter is in response to your request for a report 
on Senate Resolution 281, relating to congressional and executive branch policy 
on development of land and water resources and, in particular, the evaluation of 
proposed Federal projects for that purpose. 

This Department does not have responsibility for the evaluation of Federal 
projects for the conservation and development of land and water resources. This 
Department's activity in the field of water resources is largely one of providing 
technical advice and assistance to the States, other Federal agencies, and the 
Congress on water quality to protect the public health and on water pollution 
control. In addition, this Department engages in research in the water-pollution 
control field, and plays a part in enforcement of water-pollution abatement 
on interstate waters. 

The bulk of the Department’s advisory and consultative work in this field is 
carried on by the Public Health Service under the provisions of the Water 
Pollution Control Act (Public Law 845, 80th Cong., as amended). In state of the 
Union and health messages last year and this, President Eisenhower recom- 
mended legislation to the Congress to extend and strengthen the act. A bill, S. 
§90, to accomplish this purpose has been passed by the Congress and is now before 
the President. 

In providing technical assistance to States and to the Federal agencies, this 
Department is frequently called upon to evaluate multiple-purpose water- 
resource projects from the point of view of water-pollution control, as well as 
insuring water of a quality that will protect the public health, particularly 
through the adequacy of sustained flows. In doing this, there is need, especially 
in evaluating costs and benefits, for uniform procedures and policies among the 
Federal agencies of a type such as are now provided by Budget Bureau Circular 
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A-47 and the coordinating procedures of the Inter-Agency Committee on Water 
Resources. 

We believe that our interests in this field are being promoted on a sound basis 
by the administration’s existing policies. 
“Time has not permitted us to obtain advice from the Bureau of the Budget in 
regard to this report. 

Sincerely yours, 
M. B. Fotsom, Secretary. 

Chairman Murray. General, we welcome you here this morning. 

Have you a prepared statement ¢ 


STATEMENT OF MAJ. GEN. EMERSON C. ITSCHNER, ASSISTANT 
CHIEF OF ENGINEERS FOR CIVIL WORKS, DEPARTMENT OF THE 
ARMY 


General IrscHNER. I have some notes here that I would like to use, 
sir. 

Chairman Murray. You may proceed. 

General Irscuner. My name is Emerson C. Itschner, major general, 
Assistant Chief of Engineers for Civil Works. 

I welcome this opportunity of presenting the views of the Depart- 
ment of Defense on Senate Resolution 281. 

The Department of Defense has always recognized that it is the 
function of the Congress to determine what water resource develop- 
ment projects should be undertaken or participated in by the Federal 
Government, and to establish uniform rules, regulations, and criteria 
for those projects if it wishes. 

The Department of Defense conforms strictly to legislative direc- 
tives. 

The Department of Defense favors action by the Congress setting 
forth uniform policies and procedures to be followed by all Feder al 
iwencies concerned with the development and control of the land and 
water resources of the Nation. These policies should cover planning, 
processing, and reviewing procedures, evaluation, allocation of 
costs, cost sharing, and related matters. 

In the absence of legislation on these matters, the Department 
of Defense considers it appropriate that the Executive prescribe 
uniform policies, procedures, and criteria consistent with the exist- 
ing law to govern the executive agencies. In the absence of both 
legislative and Executive orders cov ering any specific subjects, agen- 
cies must establish their own policies, procedures, and criteria. 

Much has been accomplished in the last few years in arriving at 
uniformity through interagency coordination. For instance, the de- 
partments and agencies concerned have agreed upon methods of cost 
allocation, which is a most difficult problem. Likewise, a uniform 
real-estate acquisition policy has been adopted. Much other co- 
ordination has been effected through the Interagency Committee on 
Water Resources, although there are a number of areas that require 
still further effort. 

Mr. Chairman, that concludes my statement. 

Chairman Murray. Any questions? 

Senator AnpEerson. What was that first phrase, that you conform 
strictly to legislative direction ? 

General Irscuner. That is correct, sir. 
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Senator Anprerson. Well, suppose the Congress passed a reclama- 
tion bill or laid down a reclamation policy on how you should assess 
benefits, and the Bureau of the Budget issued a directive which 
was in conflict with that. Which would you follow ¢ 

General Irscuner. I do not think the Bureau of the Budget would 
issue such a directive, sir. We are obliged, as an executive agency, to 
follow the laws of Congress, and so far as I know we have neve 
deviated from such legislation. 

Senator Anprrson. Well, didn’t A-47 somewhat conflict with 
reclamation policy ? 

General IrseHner. We are not too directly concerned in our depart 
ment, sir, with reclamation law and policy. I believe Budget Ciren 
lar A-47 states that legislation does govern, and that agencies niay 
express their own views, even though those views may be contrary to 
the provisions of Budget Circular A-47. 

Senator ANDERSON. So that if there was a conflict in a Bureau of the 
Budget proposal and with a law passed by the Congress, you would 
follow the law passed by the Congress? 

General Itscuner. That is correct, sir. 

Senator Anperson. I think that is the only proper course. I am 
glad to hear you say that. 

General IrscuneR. You will notice in the letter which transmitted 
Bureau of the Budget Circular A-47, dated December 31, 1952, to 
the heads of the executive departments and establishments, it states 
as follows: 






























It is hoped that within the framework of existing general provisions of 
law *** j 

So apparently the Budget circular is subordinate to the law. 

Senator ANprerson. I thought that on the Washita project out in 
Oklahoma there had been a conflict as to how you were going to handle 4 
the accounting out there. ; 

General Itscuner. I don’t know of any conflict. 

Mr. Lineweaver. That was a reclamation project, Senator. 

Chairman Murray. Any other questions of this witness ? 

Senator Martin. Mr. Chairman, I do not know whether the mem- 
bers of the Public Works Committee have a right to ask questions or 
not, or whether we are just here as observers. I appreciate very much 
the invitation to come, but I did not know whether I would have the 
right to ask questions, or whether I am just here as an observer. 

Chairman Murray. Surely. You are a participant. It is a joint 
hearing before the two committees. 

Senator Martin. Then I would like to ask the general this question : 

Has it not usually been the policy of the Engineers to consult with 
the States and local subdivisions of Government relative to your va- 
rious work relative to flood control, rivers and harbors, construction 
work, and so forth? 

General ItscuHner. Yes, sir. We do consult with the States and 
with the other Federal agencies in preparing all of our reports, and 
before the reports are submitted to the budget and then to Congress, 
we submit copies of those reports to them for their comments and 
concurrence. 

Senator Martin. That is all I care to ask. 
Chairman Murray. Any other comments? 
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Senator Barrett ? 

Senator Barrerr. I want to commend General Itschner for lis 
statement. I think he has been very forthright and very logical in his 
presentation here. _ : . 

[ am not too familiar with the rest of the country, but it has been 

iv observation that in the 17 Western States, anyway, great progress 
has been made with reference to making a unified approach on the 
land and water problems of that area. I think that is at least in the 
last 10 or 12 years, since the passage of the Flood Control Act of 
1944, 

Since that time it seems to me that the Army Engineers, the Bureau 
of Reclamation, and the affected States have been able to coordinate 
their efforts and work together and accomplish the objectives they 
have in mind in a very satisfactory fashion. 

Is it your observation, General Itschner, that other sections of the 
country do not have the State legislation that permits the same meas 
ure of cooperation that we have in the West? 

General IrscHner. I think that is probably generally true, sir, 
that they do not have the water rights laws and other legislation 
directed toward the water resource developme nt projects that they do 
in the West. That is not entirely true, but in some of the Eastern 
States they do lack such legis: ation. 

Senator Barrerr. Genet -al, there has been a great effort made in the 
Government, in the agencies concerned with water development par 
ticularly, to coordinate their efforts and to work together in their re 
spective spheres. I would like to ask you this question. Has it not 
been the purpose of the Bureau of the Budget also to conform with the 
wishes of the Congress as expressed by existing law, as well as the 
different agencies ? 

General ItscHNrer. From our view, sir, and as far as our projects 
are concerned, we believe that such is the case. I can only speak for 
the Department of Defense. But I know of no instance where we 
have received any directive from the Bureau of the Budget that is 
contrary to the wording and intent of legislation. 

Senator Barrerr. Now, tell me this: In carrying out the duties of 
your office in the W estern States, have you experienced any difliculty 
in cooperating with the States and in conforming to State laws! 

General Irscunrr. No, sir. We have had no problems whatsoever 
in conforming with State laws in the West. 

One reason is that the Corps of Engineers never acquires water 

‘ights except incidental to their purchase of real estate. Even there 
we would prefer not to acquire water rights. So we have not had any 
problems in the Western States. 

Senator Barrerr. You make it a policy to conform to State laws as 
fur as water rights are concerned ¢ 

General IrscHNrr. Yes, sir, we do. 

Senator Barrerr. Thank you very much. 

Senator Marrry. Mr. Chairman, might I ask this question ; 

General, one of the most important “things to my mind confronting 
our country is the matter of water resources. Water is our greatest 
natural resource. And in our Eastren St: ites, our streams have been 
polluted from our mines and from our factories, and from the sewage 
disposal. Have the engineers given any study to stream pollution and 
matters relating thereto? 
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General IrscuHNer. We do consider the stream pollution problem 
when we make a comprehensive study of a water basin. 

Senator Martin. Mr. Chairman, I wanted to ask the general: 

At the present time we are making a study, for example, of the 
Delaware Valley. Now, the Engineers, in that work—will they be in 
consultation with the States of New Jersey and Delaware and Penn- 
sylvania and New York? 

General Irscuner. Yes. And the United States Public Health 
Service, too, with regard to the pollution problems there. 

The method that we can help in the pollution abatement problem 
is an indirect one. That is, by augmenting the low waterflows by 
storage of water during high-water periods and releasing it during 
the dryer periods. As ‘far as sew age treatment plants and measures 
and so on are concerned, we go to the United States Public Health 
Service and would perhaps make recommendations in the report. But 
of course we have no authority in that respect. 

Senator Martin. Mr. Chairman, as I understand our stream-pollu- 
tion bill that we just enacted recently, which is the carrying on of a 
public law of 1948, it is more laboratory work than anything else. It 
is a study of the problems confronting us. I believe that is correct. 

Mr. Chairman, I would just like to make this statement. In my own 
State of Pennsylvania we enacted a law in 1945 attempting to clean 
up our streams, and it has been very successful so far. Of about 500 
communities, practically one-half now have sewage-disposal plants 
that are taking care of the sewage and the mines and our factories. 
That is being done by our various communities. 

Take for example the city of Pittsburgh and the surrounding mu- 
nicipalities. They have a genera] authority, where they are now 
putting in a sewage disposal plant that will cost over $100 million. 
And that is being paid for by the people of that community. It will 
be on their water bill. 

But we had hoped, General, that the Federal authorities, including 
the Engineers—and, of course, as you know, I have great confidence 
in the Engineers Corps of the United States Army, because they have 
done a ms arvelous job over the years. And I had hoped that they 
would cooperate in this, so that it would take care of the States down 
the Ohio River southwest of Pittsburgh. Because we have been dump- 
ing our sewage in there for 150 years. 

Mr. Chairman, I introduced the first pure stream bill here in the 
Congress, and I had hoped that it would be beneficial to all of our 
people, if those upstream will not take care of it themselves, that the 
Federal Government could then step in and require them to take 
proper measures to dispose of their sewage and so on. 

Have any of your engineers been in cooperation with the authorities 
in Pittsburgh? 

General Irscuner. I cannot answer specifically for the authorities 
in Pittsburgh, Senator. I am sure that they have. We have a com- 
prehensive study of the Ohio River underway at the present time. 
And they certainly will take into account the pollution problems and 
cooperate with the States and the cities and the other Federal agencies. 

Senator Martin. Mr. Chairman, I would like to say, in behalf of 
the Department of Health and the Engineers, that they have cooper- 
ated most fully and have been very helpful. Because we had a very 
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serious problem. But I am glad to announce to this committee that 
we are coming along in very good shape, and I think in a very few 
years there will not be a community in Pennsylvania that does not 
have a proper sewage-disposal plant that will take care of the waste 
matter, and so on. 

General Irscuner. A very important program, and we are glad to 
have the record show this. 

Senator Anperson. General, the water-resources policy report was 
accompanied by a letter of transmittal from the President dated Janu- 
ary 17, 1956, which starts: 

I herewith transmit for the consideration of the Congress the report of the 
Advisory Committee on Water Resources Policy, consisting of the Secretary of 
Agriculture, the Secretary of Defense, and the Secretary of the Interior. 

Did you participate in any of the preparation of this material in 
behalf of the Secretary of Defense? 

General Irscuner. Yes, sir. The Corps of Engineers did partici- 
pate on a working committee. 

Senator Anprrson. So that as far as the Department of Defense 
was concerned, the Corps of Engineers handled that part of this report. 
They are the ones that represented the Department. 

General Irscuner. We were among those who represented the 
Department, sir. 

Senator ANperson. Who else was in it? What other agency? 

General Irscuner. The Secretary of the Army’s office had repre- 
sentatives there. Those two constituted the representation for the 
Department of Defense. 

Senator Anprerson. All right. Now, it was stated there that the 
policies set out in the report embody a framework whereunder the 

various agencies may cooperate to develop our water resources. Do 
you res alize, then, that this is an attempt to set up a framework within 
which these various groups shall operate ? 

General Irscuner. Yes. 

Senator Anperson. Therefore, without the passage of legislation, 
this becomes the guide under which they operate. In other words, 
they just short-circuited the Congress by adopting the program; did 
they not ¢ 

General IrscHner. It has not been given to us by Executive order 
as a guide, sir. 

Senator ANprrson. Well, if you do not want to use the word 
“guide,” would you use the word “framework” ? 

General IrscHneR. We would use that as a framework, providing 
Budget Circular A-47 was not in conflict therewith. But until Budget 
Circular A-47 is rescinded, Budget Circular A-47 is the official order 
which guides our work. 

Senator Anperson. Well, this would not be put out in conflict with 
A-47, would it? Was not A-47 an Executive document ? 

General Irscuner. That is correct, sir. 

Senator ANDERSON. Does this not come from the Executive? 

General Irscuner. Yes, sir. This comes from the executive branch. 
But it has not yet been published to us as a guide or a framework. 
Senator Anperson. Just what has it been published to you as? 
General Irscuner. It has no official standing with us as yet, sir. 
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Senator Anprerson. You mean when the President of the United 
States sends it and says, “These policies will recognize many practices 
among Federal agencies that are now in conflict,” you pay no attention 
to 1t¢ 

General IvscHner. We certainly pay attention to it, sir, but that 
does not say that it is given to us as a directive by the President. As 
a matter of fact, almost anything that is in there is in either Budget 
A-47 or has been adopted by interagency agreement. 

Senator Anperson. Yes. It has been adopted by interagency 
agreement. 

General IrscuNner. That is correct. 

Senator Anperson. Do you not feel that ought to be submitted to 
the Congress # 

General Irscuner. As I stated in my statement, sir, we like to see 
Congress publish the rules, and criteria, and procedures that we are to 
follow. But in the absence of that, the Bureau of the Budget must 
establish its own policies, and procedures, and criteria. And then 
if that is not done, we have to fill in at the agency level. 

Senator Anperson. There was the suggestion at one time that this 
would be submitted to the Congress for the legislative recommenda- 
tions. Since you have worked on this, may I ask if you have been 
asked to work and cooperate with anybody in the separation of legis- 
lation that would be submitted to the Congress / 

General Irscuner. Our Department has worked on such legisla- 
tion, at least legislation to cover part of what is in the report. 

Senator Anperson. What is the status of that legislation now? 
Where is it ? 

General Irscuner. I do not know, sir. 

Senator Anperson. Who from the Department of Defense would 
know ? 

General Irscuner. I do not know if anybody really from the De- 
partment of Defense would know. I think the Bureau of the Budget 
would. 

Senator Anperson. The Bureau of the Budget would know. Then 
the Department of Defense participated in the suggestion of legis- 
lation, and it has gone somewhere, at least out of the hands of the 
Department of Defense. 

General Irscuner. That is right. 

Senator Anperson. So that any question we might have as to 
where it is now is properly directed to some other agency. 

General Irscuner. To the Bureau of the Budget, sir. 

I would like to make it clear, sir, that this legislation did not cover 
the entire report, but only one phase of that report. 

Senator Anperson. What phase was that ? 

General Irscuner. That is the organization phase of it, sir. That 
is so far as I know. 

Chairman Murray. Any other questions of this witness ? 

Thank you, General. 

The next witness will be Clyde Ellis, of the National Rural Electric 
Cooperative Association. 

Is Clyde Ellis here? 

You may state your name and any other matter that you may wish 
to have in the record in connection with your official position. 
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OF WATER RESOURCES 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


i Mr. Exuis. Mr. Chairman and gentlemen of the committee, my name 
7 is Clyde T. Ellis. I'am general manager of the National Rural Elee- 
: : tric Cooperative Association, which is the national service organization 
t ; on . seal tos 
representing some 92 percent of all of the RE A-financed rural electric 
: systems in 42 States and Alaska. 


My purpose in appearing today is to offer the wholehearted support 
of the membership of this association for Senate Resolution 281, for 
it is in line with declared policies of the association. 

4 May I state, Mr. Chairman, that we were called concerning this 
hearing about 1 o’clock yesterday. ‘While we have done our best to 


. put together a statement which we think will be helpful to the com- 
mittee, I realize it has some shortcomings, and would hope that, par- 
ticularly in the light of further hearings which you may hold on this 
1 


proposal, we might be permitted to supplement the statement. 

j Chairman Murray. You will be granted that privilege. 

, | Mr. Exits. Sitting here by me is our electrical engineer, Charles 
Robinson, who has been with our association about a half a dozen 
years, and who is more familiar with some of the technical aspects 
of the statement than I, and I may want to defer to him on some 
matters. 

Chairman Mounreay. That will be perfectly proper. 

Mr. Exsis. In our opinion, gentlemen, a strong reaffirmation by 
either or both Houses of the Congress of a Feder al: power policy that 
is in accord with established resource conservation principles estab- 
lished by the Congress is essential at this time. The history of con- 
servation policy in the United States indicates the almost inevita- 
bility of a basic clash between any Federal resource-development policy 
designed to benefit the people and the interests and ambitions of large 
corporate organizations. 

The driving force responsible for the great American system of free 
enterpr ise is profit, as we all know, and the profit motive has brought 
to the people of this country what is probably the most successful and 
productive economic system in history. It must be recognized, how- 
ever, that regardless of what portion of our high standard of living 
is attributable to the profit system of economics, such a system, carr ied 
to ultimate, will, without at least some balancing forces of compar- 
able effectiveness, develop a system inescapably, yet not necessarily 
willfully, related to profit alone—profit alone as against service—and 
comparatively insensitive to the overall national welfare. This is true 
to some extent in an industrial complex governed by competitive free 
enterprise. It is true to an even greater extent when related to a non- 
competitive, largely monopolistic, industrial complex like the electric 
power industry. 

Thus, it appears to us that there is an inevitability of conflict 
between any program of Federal waterpower development, designed 
to enhance and protect the position of the general public, and the in- 
terests of private utility corporations. A Federal waterpower re- 
source development program designed to conform with the interests 
of the private-utility companies cannot, at best, act as an effective 
force against the monopoly position of the industry and, at worst, 
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place the stamp of Government approval on monopolistic exploita- 
tion of the water resources of the Nation for corporate profit. 

The Congress has traditionally adopted resource and conservation 
policies designed not only to preserve for future generations the bene- 
fits of these resources, but also to insure that the benefits of those 
resources developed for immediate use flow in equitable measure 
directly to the people rather than through intermediate profits groups. 

Thus, in the middle of the last century, through Abe Lincoln’s 
Homestead Act of 1863, the public lands of the West were made avail- 
able in relatively small parcels to the actual homesteaders themselves 
directly from the Government rather than through intermediate 
land-speculation companies. Similarly, the national welfare has 
dictated the reservation of large areas of forest resources by the Fed- 
eral Government to preserve for ourselves and for future generations 
an adequate supply of timber. Here, also, the Federal resource con- 
servation policies have come into sharp conflict with private corporate 
groups which seek to, in many instances, exploit our timber resources ; 
with less regard for resource conservation than for maximum profit. 

I do not intend to convey the impression that our industrial cor- 
porations willfully, or with any particular malicious intent, fail to 
recognize the necessity of resource preservation. In many fields of 
endeavor, competition is so stre.saous and the difference between a 
successful business venture and bankruptcy is so small that free-enter- 
prise corporations are, by economic forces beyond their control forced 
to adopt policies detrimental to the future well-being of the country. 

The people have always depended upon the Federal Government, 
and especially upon the Congress, for laws designed to protect our 
physical resources and to assure that our people are not detrimentally 
affected by the struggle for power within the industrial pattern. 
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THE ELECTRIC INDUSTRY AS A RISKLESS BUSINESS 











The Congress has played a similar role in developing our Federal 
power program. The electric power business is of necessity a mo- 
nopoly in most instances. Electric light and power companies effec- 
tively operate on a cost-plus basis, with a sort of guaranteed return 
on investment after taxes and all reasonable operating expenses. 

In past years, the monopoly position of practically all electric light 
and power companies reduced the incentive of these companies to 
pioneer new techniques and utilize new concepts of power-system oper- 
ation. The electric utility industry developed an attitude of ultra- 
conservation which tended to perpetuate inefficiency rather than 
eliminate it. There was a little postive effort to develop and build 
additional system load and, as we all know, the demand for electricity 
in the rural areas was almost completely unsatisfied as late as 1935 
because of power company reluctance to offer service. 

The companies merely rested on their existing positions in the mar- 
ket, while organizing regional and national groups for the purpose 
of solidifying their control through political power and legislative 
action. 

















THE FEDERAL POWER PROGRAM AS A SYMBOL OF PROGRESS 





The Federal wholesale power program was in part a reaction to the 
conservatism of the industry. The act of 1933 establishing the Ten- 
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nessee Valley Authority contained express directives designed to 
break the utility company policy of conservatism. The act directed 
the TVA Board to promote the use of electricity, build domestic and 
rural load, to build transmission lines directly to farms where neces- 
sary, and undertake studies designed to bring about the wider use of 
electricity. I should add here that TVA has never, however, engaged 
in the retail sale of power, and neither does our Federal Government 
anywhere else. It sells the power wholesale. 

The limit in the TVA Act on resale rates was not designed as a 
negative device to prohibit the existence of private en companies. 
It is rather a positive concept for injecting into the industry an in- 
centive factor to promote efficiency and remove the guaranteed profit 
factor—and to prevent the substitution of electric revenues for taxes. 

It has been argued that under the TVA Act development of hydro- 
electric facilities was ostensibly incidental to development of the 
river for navigation and flood control. However, much of the act 
is devoted to terminology governing the conditions under which TVA 
is to generate power and dispose of it. And it must be assumed that 
in enacting the TVA law, the Congress recognized that electricity 
was to play a major role in the revitalization of the economy of the 
valley. 

TVA has proven to be a most successful social experiment. It has 
shown that where abundant low-cost electric power is available, do- 
mestic, rural, and industrial consumption is limited only by the sup- 
ply. TVA conceived and financed development of the first rural 
electric cooperatives. It demonstrated that with properly designed 
and constructed distribution facilities, load densities of 2 or 3 con- 
sumers per mile could economically be served. The TVA experiment 
has demonstrated that a vigorous program of encouraging the use 
of abundant low-cost power can revitalize an entire regional economy 
and diversify the sources of and raise the level of farm income. 

The Rural Electrification Act of 1936 has, in 20 years, resulted in 
bringing central station electric service to more than 90 percent of 
the farms throughout the country. The concurrent development of 
a vigorous Federal multipurpose river-basin development program 
has been of indispensable aid to the rural electrification program. 
Approximately one-third of all energy used by the rural electric co- 
operatives throughout the country is now purchased from Federal 
power agencies. Without the preference principle of marketing Fed- 
eral power, and the implementation of the preference principle 
through construction of transmission lines and execution of wheeling 
agreements, the rural electrification program would be almost im- 
possible. 

And I may add here that despite the fact that the rural electric 
systems have consistently and historically supported the Federal 
power development, they are purchasing only hak 6 percent of the 
Federal power as against several times that amount being purchased 
by the commercial power companies, which have consistently opposed 
such legislation. 

Moreover, in many cases, the Congress has provided by statute 
that cost allocations at these Federal multiple-purpose projects should 
be so established as to provide the reclamation and hydroelectric power 
benefits at the lowest possible cost. 
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Congress, through the Federal power and rural electrification pro- 
grams, for the first time injected a competitive incentive factor into 
the utility business and has virtually brought an end to the self-satis- 
fied policies of ultraconservatism that pervaded the industry 20 years 
ago. 

This is particularly true in the areas of Federal wholesale power 
development. P rivs ite utility companies fought the Federal program 
at every turn in the C cage and in the courts, insisting on their 
alleged right to operate free from all competition. But the courts 
have consistently upheld the Federal program. The companies have 
extended their own lines into rural areas to meet the competitive ele- 
ment of the rural electrification program. In areas where the Federal 
power program has developed most rapidly, the private utility com- 
panies have reduced rates to hold their market positions and to en 
courage greater use of electricity. These companies have pursued 
active and vigorous load-building programs, and, despite the an- 
guished cries of the industr y, have never enjoyed greater profits nor 
more rapid expansion than now. 

Thus, the Congress had set a Federal power policy designed and 
executed in the public interest, yet inescapably in conflict with some 
of the short-range profit interests of the utility industry, so they have 
seemed to believe. 

A RETURN TO CONSERVATISM 


In about 1951, after 15 years of Federal leadership in the develop- 
ment of power resources for the benefit of the people, a conservative 
reaction began to gain control of the Federal power program. In 


December of 1952, “the Bureau of the Budget published its famous 
circular known as A-47. In general, Budget Bureau Circular A-47 
establishes strict standards by which to measure the economic feasi- 
bility of Federal power construction and imposes cost allocation pro- 
cedures which result in increasing the general level of Federal power 
rates. Interest rates applicable to pr ivate financ ing must be charged 
against the Federal project in determining its fe: asibility. This would 
begin the reverse yardstick, wherein the private companies, not the 
ie nment, would set the measures 

Under Budget Bureau Circular A—47, the Federal income t: ixes paid 


by an alternative utility company powerplant must be charged against 


the potential Federal plan in measuring its economic feasibility. This 
again is the reverse yardstick. 

In calculating cost allocations and benefit-to-cost ratio, 50 years is 
established as the arbitrary economic life of a multiple-purpose de- 
velopment. This is despite the fact that for instance in the reclama- 
tion projects, some of them are justified on feasibility on the basis of 
a hundred years. It is ridiculous, in my opinion, to fix 50 years as 
the period during which a project must be paid out. 

Not only must ‘the benefit-to-cost ratio of each project exceed unity, 
but the benefit of each particular purpose in each project must be 
better than unity. Each purpose of the project must also be more 
economic than the alternative single- purpose project to which it is 
compared. Represent itives of the Corps of Engineers have testified 
that A-47 resulted in an average reduction in feasibility of more than 
20 percent on all projects studied. 
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Budget Bureau Circular A-47 Revised, now in preparation by the 
administration, retains all of the strict standards of its predecessor, 
but makes it mandator y upon Federal power agencies to afford priority 
to those projects in which local groups participate, local groups usually 
being the power companies, they usually being the only ones big 
enough. Thus, where the choice is between power development by the 
Federal Government or by the local investor-owned utility company- 
usually only the power companies are large enough to undertake this 
so-called partnership construction—the utility company project must 
be given preference. ‘The burden is placed upon the Federal agency 
involved to show that the so-called partnership concept is not appli- 
cable to a particularly recommended project. ‘This would be a reverse 
preference clause as a part of the reverse yardstick. 

Senator Anperson. Mr. Ellis, if the Federal agencies involved fol- 
lowed that, that would be just as effective as if there had been legisla 
tion passed ¢ 

Mr. Exxis. The Federal agencies are legislating in this respect. 

Testifying on the effect of Budget ee Circular A-47 Revised, 


Commissioner of Reclamation Wilbur A. Dexheimer stated rec ae 
that very few, if any, projects could qui lify for construction under ¢ 
strict interpretation of its terms. If its purpose is to kill off the F ‘ed- 


er’ al power program, I believe the administration’s Budget Bureau 
Circular A-4+7 Revised would substantially achieve its goal. 

The administration, in the summer of 1953, discarded the old Inte- 
rior Department power policy statement designed to promote vigor 
and growth of the Federal power program—and I might say coopera- 
tion with the consumer-owned utility systems—and instituted a new, 
more conservative policy, the effect of which will be to minimize con- 
struction of multiple-purpose hydroelectric dams and transmission 
lines to those instances where private utility companies will not under- 
take the construction. 

The new Interior Department power policy limits the responsibility 
of the Department for supplying preference customers, that is, the 
consumer-owned electric systems, with power to the bare capability 
of the Government’s hydroelectric system, without considering the 
maximum benefits to the Government which would be obtainable from 
such a system through the purchase of off-peak steam energy. The 
Assistant Secretary for Water and Power has repeatedly st: ated that 
the Department takes no continuing responsibility to meet the power 
supply needs of the preference customers. That includes the farmers’ 
electric cooperatives. 

Interior has systematically pursued policies and practices designed 
to raise the apparent cost of wholesale power and the rates charged 
for it to preferred customers. 

Assistant. Secretary Fred Aandahl, in a speech made at Fargo, 
N. Dak., on September 29, 1953, said: 

As a word of warning, I would like to forecast that, except in high fuel cost 
areas, 5 years hence the spread in price between federally produced power and 
locally produced power, either from steam plants or otherwise, will be much less 
than it is at the present time. 

The availability of remaining power to nonpreference customers, together with 
prospective reduced differential in the price of Federal and locally produced 
power, should materially reduce the unfortunate pressure on local communities 
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to establish local public power entities just to make Federal hydro power avail- 
able to themselves. 
This represents a basic departure from established policy. 

We are all familiar with the Mississippi Valley Generating Co. 
(Dixon-Yates) contract for substituting higher costs of privately 
owned generation for a continued vertical expansion of the TVA 
system to meet the growing loads of existing customers, including the 
Federal Government, which is now I believe the biggest customer of 
TVA. We have seen no adequate appropriation recommendation to 
continue the integrity of TVA as a force for progress in the power 
industry. The Administration has recommendation few new starts 
on multiple-purpose hydroelectric projects anywhere in the country. 

These are some of the examples which have constituted what I call 
a return to reaction in the Federal power program; a return to a 
water power conservation program slanted to conform to the inter- 
ests, as they seem, and I think they are very short-run interests, of 
the private utility industry. This is, of course, no water-power con- 
servation program at all in the sense of being a program designed to 
preserve our power resources for the use of the people. A water 
conservation policy designed to conform to the profit motives of the 
private utility industry cannot preserve or protect the resource for 
the use of the people. 

This return to reaction in the Federal power program has not been 
undertaken pursuant to any policy directed by the Congress. It has 
been a change by administrative action and, in reality, has been against 
the continued progressive policies enacted into law by the Congress. 

During the past several years intermittent but continuing clashes 
have occurred between the progressive Federal power policy estab- 
lished by Congress and the efforts of administrative agencies of the 
executive branch to superimpose on the congressional intent the con- 
servative philosophy of an administration apparently convinced that 
wise resource development must conform to the interests of big 
business. 

It has not been long—last July 15, I believe—since the Attorney 
General of the United States told the Department of the Interior that 
in so many words. The Attorney General of the United States, Mr. 
Brownell—and I compliment him for it—on July 15 issued to the 
Department of the Interior an opinion in which he told Interior that 
its policies along this line, in dealing with the rural electric coopera- 
tives of Georgia in the sale of power from Clark Hill Dam, was flout- 
ing the will of Congress. I quote one sentence from that opinion: 

I am certain in the light of all that was said in the debates on the subject of 
preference for public bodies and cooperatives, that such an interpretation flouts 
the congressional purpose. 

Even after that, it was several months before we learned of this 
opinion, and it was discovered in the Chudoff investigation of the 
House. During the interim, Interior still pressed the cooperatives 
of Georgia, whom it had refused to sell the power to for more than 
2 years, to sign a contract which would deny to them benefits which 
the Congress had specifically given to them. 

In 1954 we saw the Congress enact legislation granting a strong 
preference for rural electric cooperatives in the marketing of power 
from the Falcon Dam on the Rio Grande River between Texas and 
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Mexico. The act of June 18, 1954 (68 Stat. 25), provided that in the 
sale of power from Falcon Dam: 

Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives. The Secretary is authorized, from funds to be appropriated 
by the Congress, to construct and acquire by purchase or other agreement only 
such transmission lines and related facilities as may be necessary in order to 
make the power and energy generated at such projects available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned utility companies. 

I believe that is just a restatement of section 5 of the Flood Control 
Act of 1944, which is the general policy, as established by the Congress. 

This legislation comprises a reaffirmation of established Federal 
power policy. Yet today, despite the.clamor for this power by con- 
sumer-owned electric systems, the Federal Government has neither 
acquired nor constructed any transmission facilities for the purpose 
of marketing the power from Falcon Dam. None of this power is 
at present being sold to rural electric cooperatives, municipalities, or 
other preference agencies as designated by the legislation. All of it 
has gone to a private utility company from the day it came on the line. 
Nor has the Secretary of the Interior requested funds for construc- 
tion of such tranmission facilities as may be necessary to carry out 
the intent of the act as prescribed by the Congress of the United 
States. > 

In the near Southwestern States the Department of the Interior 
did not ask for authorization of funds to reinstate contracts executed 
between the Southwestern Power Administration and generation and 
transmission cooperatives in the SPA marketing area. I say “did not 
ask for funds to reinstate,” because the power companies, 10 Missouri 
power companies, had challenged these contracts in the courts of the 
United States and were told that they were in error in objecting to 
them. 

Finally, the Congress, on its own initiative, made the funds avail- 
able and, through committee report language, directed the reinstate- 
ment of the contracts. 

In the Southeast, the Department did not request funds for construc- 
tion of transmission facilities to assure the marketing of power from 
the Clark Hill Dam on the Savannah River and from the John H. 
Kerr Dam on the Roanoke River, which is just about on the line 
between Virginia and North Carolina, in accordance with the Flood 
Control Act of 1944 and in conformity with sound business principles. 
Interior chose rather to accept losses of revenue amounting to several] 
million dollars on these projects and propose bus-bar sale of Clark 
Hill power to the Georgia Power Co. And there was also bus-bar sale 
from the John H. Kerr Dam to power companies. 

Not until the Appropriations Committees of the Congress severely 
criticized the Department for this action and threatened appropriation 
of transmission line construction funds on their own initiative, with- 
out Budget Bureau recommendation, did the Department finally exe- 
cute appropriate wheeling agreements to cover these projects, but after 
a delay of more than 3 years. More than 3 years in the Georgia case 
and 8 years I believe in the North Carolina case. The Bureau of Recla- 
mation is losing $600,000 per year in marketing the entire output at 
the Canyon Ferry project in Montana to the Montana Power Co. at the 
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dump rate of 2.5 mills. Now, that is a project that was engineered to 
sell power at 5.5 mills. And the rural electrics in the Dakotas need the 
power. It is firm power, a large percent of it is. We want to buy it. 
We are without power in adjacent areas, without adequate power, and 
yet the Government goes on losing $600,000 a year, and proposed to do 
nothing about it. It would take a transmission line to the east, connect- 
ing up Fort Peck to the Bureau of Reclamation’s eastern division of 
the Missouri Basin marketing area. 

Lately, we have seen the Department of the Interior institute action 
to increase by 40 percent the rates charged the rural electric coopera- 
tives in the SPA marketing area for wholesale power. That is the 
Southwestern Power Administration, which operates generally in the 
six States of Arkansas, Louisiana, Missouri, Kansas, Oklahoma, and 
Texas. 

3ut the Department suggests no increases in the rates charged pri- 
vate utility companies for SPA power, despite the fact that utility 
companies have, during the past 9 years, purchased twice as much 
power from SPA as have the preference customers, and despite the 
fact that the Department admittedly has decided to accept an annual 
loss of some $800,000 on a contract with the Arkansas Power & Light 
Co. for 30 years. The Senate has already passed legislation imposing 
an 18-month suspension of this proposed rate increase and the House 
of Representatives is considering the measure at this time. Again the 
Congress has demonstrated renewed faith in established progressive 
principles that have governed the Federal power program. 

In the Pacific Northwest, the Department of the Interior and the 
<isenhower administration have vigorously and openly opposed the 
comprehensive development of the middle reaches of the Snake River 
while simultaneously supporting proposals of the Idaho Power Co. 
for partial development of that area. Despite the recommendations 
of the Department, and despite the granting of a license to the Idaho 
Power Co. by the Federal Power Commission, the Interior and Insu- 
lar Affairs Committees of both House and Senate have now favorably 
reported legislation authorizing Federal development of the Hells 
Canyon site. 

During the past several years, the administration has requested 
practically no funds to begin new Corps of Engineers multiple-purpose 
projects. Yet, we have seen the Congress appropriate funds, despite 
the lack of Budget Bureau recommendations, to begin Ice Harbor 
on the Snake River in the Northwest, Hartwell Reservoir on the 
Savannah River in the Southeast; Fort Gaines lock and dam on the 
Chattahoochee River in the Southeast; Cougar and Hills Creek in the 
Northwest; McGee Bend on the Angelina River in Texas, and others. 

Last year the Congress also added on its own initiative funds to be- 
gin comprehensive development of the Arkansas River Basin, which 
runs through several States, with initial appropriations for Dardan- 
elle, Eufaula, and Oologah Dams. In signing the public works ap- 
propriation bill for fiseal 1956, which contained funds for these new 
starts, the President, through the Bureau of the Budget, placed such 
restrictions on their expenditure that the Corps of Engineers has, as 
yet, been unable to begin many of these new projects for which funds 
were made available a year ago by the Congress. This year, the 
President, in his budget. message, specifically alluded to the Arkansas 
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River Basin development and stated that in his opinion it was not of 
sufficiently high priority to warrant further appropriations. 

But this year again, the Congress once more displayed a progressive 
policy in appropriating funds to continue Dardanelle, Eufaula, and 
OQologah Dams on the Arkansas River system; and to begin the Key- 
stone Dam, also part of the Arkansas development plan, of the Corps 
of Engineers. We are hopeful that after 2 years of continuous appro- 
priations for these projects, the administration may yield in its con- 
servatism to the more progressive policies est: ablished by the Congress 
for resource development; although I must admit that a press release, 
a United Press article, as carried in the July 3, Washington Post 
and Times Herald, does not give us too much hope, and while I con- 
cede there is always the possibility of error in any newspaper article, 
no matter how faithful the attempt is to report it, allow me to read 
from this article a couple of paragraphs: 

Getrysspure, Pa., July 2 (UP).—President Eisenhower signed an $863,127,000 
public works bill today, but warned Congress that it had flouted sound Govern- 
ment financing by taking on 52 extra projects for the Army engineers. In re- 
luctantly accepting the measure, Mr. Eisenhower said the additions, which will 
involve about one and a half billions in future Federal spending— 

We don’t agree that this is spending; we think it is investment. It 
pays off many times. 

Senator ANpERsON. Does it not come back to the Treasury ? 

Mr. Exuis. Surely. It is all repaid; certainly all the power facili- 
ties are repaid into the Treasury with interest. [Continues reading :] 


will have a serious effect on the Government's future financial commitments. 
And I can’t see that at all. Another paragraph: 


The President said that in drawing up his budget he tried to give some system 
of priorities between public works projects and other Federal programs. 

Senator Anperson. Mr. Ellis, just a day or two ago I noticed an 
article that the community of Cumber!: ind, Md., was staking a come- 
back economically and was growing, because the Pittsburgh Plate 
Glass Co., as I remember, was building a new plate-glass plant there, 
costing millions of dollars. Do you suppose the auditors of Pittsburgh 
Plate Class charged that off to expense in the current year in which 
they built it ? 

Mr. Exxts. No, sir; and that is another important and very impor- 
tant factor in this whole development. 

Senator Anperson. I am just wondering: If they do not do that, 
why should we charge off as expense the construction of these dams, 
where they repay themselves after a few years ¢ 

Mr. Extus. I agree with you fully, Senator Anderson, and I think 
we have just got to come to ¢ apital budgeting in this country of ours, 
or our whole Government conc ept of democratic action, certainly the 
function of the Congress itself in this respect, will fail. 

In the past 2 years, we have seen the Chief Counsel of the Federal 
Power Commission appear before Senate and House subcommittees 
urging adoption of legislation sometimes referred to as the downstream 
benefits bill. This bill, if enacted, would grant windfall profits to 
utility companies owning existing hydroelec ‘tric stations and would 
grant. substantial subsidies to such companies building hydro facili- 
ties in the future all at the expense of Federal power ratepayers. The 
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money with which to pay these subsidies and windfall profits would 
come from assessments against Federal hydroelectric projects as de- 
termined by the Federal Power Commission. The legislation confers 
such broad discretion upon the FPC to determine these assessments 
that we fear passage of the legislation would itself destroy or seriously 
damage the feasibility of comprehensive river-basin development in 
the Northwest particularly. By subsidizing private development of 
upstream headwater sites the legislation would transfer partial oper- 
ating control of existing hydro sites to the private utility companies. 
So far the Congress has not enacted this legislation. 

Relative to the Pacific Northwest, we have seen representatives of 
the administration, including the Chief Counsel of the Federal Power 
Commission and the Assistant Secretary of the Interior for Water and 
Power, support legislation deauthorizing Federal power projects and 
reauthorizing them as so-called partnership arrangements by which 
local utility companies obtain the revenue from the hydroelectric fea- 
tures of the project while the Federal Government pays for the non- 
reimbursable flood control and navigation features. Of course, no 
preference for rural electric cooperatives and other nonprofit dis- 
tributors of hydroelectric power is afforded in most of these so-called 
partnership arrangements. 

We just do not get the power, and if we do we have got to pay 
through the nose for it. Because the power companies stand as the 
big toll gate between the dams and us. 

The farmer-owned electric co-ops, cut off from the water, would be 
left to die upon the vine in many instances. 

The administration has requested no new starts on Federal multiple- 
purpose hydroelectric devlopments in the Northwest as a result of 
which the program has slowed almost to a standstill in that area and 
Federal power becomes more scarce each year. Based upon this 
scarcity of Federal power, the Bonneville Power Administration is 
exacting from preference customers, as a price for the furnishing of 
new delivery points, which we need as our loads grow, the customer’s 
consent to cancellation of the previously universally accepted concept 
of a requirement contract. 

In the Northwest, a requirement contract for preference customers 
has been standard since the beginning of the Federal power program. 
Under it, the preference customers are guaranteed their entire re- 
quirements of power from the Federal system. Because of the growing 
shortage of Federal power is the area, and an apparent attempt to 
protect such firm power as is made available to private utility com- 
panies, the Bonneville Power Administration now seeks to establish 
ceilings on the amount of industrial load that may be added to prefer- 
ence customer systems. 

There has been no change in the policy of Congress with respect 
to the marketing of power in the Northwest. The Bonneville Act of 
Ausust 20, 1937, contains some of the strongest preference language 
in the body of Federal power law. Section 3 of the Act states: . 

To preserve and protect the preferential rights and priorities of public bodies 
and cooperatives * * * and to effectuate the intent and purpose of this Act that 


at all times up to January 1, 1941, there shall be available for sale to public 


bodies and cooperatives not less than 50 per centum of the electric energy 
produced * * * 








ies 
rat 
lic 











CONSERVATION AND DEVELOPMENT OF WATER RESOURCES 33 


* * * and in the event that after such date (Jan. 1, 1941) there shall be con- 
flicting or competing applications for an allocation of electric energy between 
any public body or cooperative on the one hand and private agency of any 
character on the other, the application of such public body or cooperative shall 
be granted. 

Section 3 of the Bonneville Act also decreed it to be the policy of 
the Congress to preserve the preferential status of the public bodies 
and cooperatives and give the people of the States within economic 
transmission distance of projects reasonable opportunity and time to 
hold any election or to take any action necessary to create such public 
bodies and cooperatives as the laws of such States authorize or permit. 

Lastly, the Bonneville Act in reaffirming and strengthening the 
preference concept of Federal power legislation, provided that in case 
of a contract with any purchaser engaged in the business of selling 
electric energy to the general public, the contract shall provide that 
the Administrator may cancel such contract upon 5 years’ notice in 
writing if, in the judgment of the Administrator, any part of the elec- 
tric energy purchased under such contract is likely to be needed to 
satisfy the requirements of public bodies or cooperatives; and that 
such cancellation may be with respect to all or any part of the electric 
energy so purchased under said contract to the end that the preferen- 
tial rights and priorities accorded to public bodies and cooperatives 
under this act shall at all times be preserved. Certainly there can be 
no reasonable question concerning the intent of Congress in enacting 
the Bonneville Act of 1937 to grant an ironclad preference to public 
bodies and cooperatives on all power from the Bonneville system. Yet, 
by administrative action, preference in the Pacific Northwest is in 
process of being slowly oveded: 

These are some of the instances which, as I have said, constitute a 
return to Federal power policy conservatism by administrative action, 
a change from the real yardstick as established by the Congress to a 
reverse yardstick established by administrative action. 


SENATE RESOLUTION 281 EXTREMELY TIMELY 


Certainly at this time a resolution such as Senate Resolution 281, 
now under consideration by this subcommittee, is most appropriate. 
It is true that our Federal Constitution provides for a clear separation 
of powers between the three branches of the National Government. 
But the courts have repeatedly held that the chief executive officers of 
agencies such as the Department of Interior, created by act of Con- 
gress, are not solely responsible to the President as head of the execu- 
tive branch, but are also, to a great extent, subject to the will of the 
legislative branch. In our opinion, it is not only desirable, but essen- 
tial, that the Congress reaffirm its leadership in the formulation of 
Federal power policy and insist upon reasonable compliance with such 
policy by those appointed to administer it. 

The electric utility business represents probably the fastest growing 
industry in the Nation. Loads are doubling each 7 to 10 years, 
throughout the whole industry, and with the rural electrics even 
faster. The Federal program must also expand if it is to continue as 
an effective guardian of the public interest. 

If the feasibility standards applicable to Federal power projects 
and the rates charged for electricity marketed from them are held to 
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the profit standards of private utility companies, the Federal power 
program can no longer serve as a force for progressive expansion of 
the industry and as a standard against which to measure the rates and 
operating practices of private companies. And one evidence of that is 
the fact that accelerated tax amortization benefits now run into the 
billions to power companies, as, in their own words, an induce- 
ment to them in their monopoly positions to increase their facilities 
for the production of electricity as needed by the Nation. 

To impose, by administrative action, feasibility criteria under which 
admittedly few or no projects can be built is to completely destroy 
the program. 

Now, we have some suggestions, Mr. Chairman and gentlemen of the 
committee : 

Suggestion 1. A closer working relationship should exist between 
the agency constructing a particular power project and the agency 
marketing: the power from it. In the TVA concept where a single 
agency has been responsible for both construction and marketing, 
costs have been minimized and benefits maximized. Where the func- 
tions of construction and marketing are entirely separated, the in- 

centive to low-cost construction is lost, and greater power-sales reve- 
nue is therefore required, that is, if there are greater costs, to repay 
larger portions of investment capital. 

Suggestion 2. Feasibility criteria applicable to multiple-purpose 
projects should be based on overall project appraisal. Any and all 
features which do not result in an overall project feasibility ratio of 
less than one should be included without regard to whether or not 
each separate feature possesses of itself a benefit-to-cost ratio higher 
than one. 

It seems to me that any other measure is quite ridiculous. 

Suggestion 3. To further encourage total comprehensive develop- 
ment, the inclusion of projects with an overall benefit-to-cost ratio of 
less than one should be considered in comprehensive basin-develop- 
ment planning where such projects will not reduce the feasibility ratio 
of the total comprehensive plan to a figure less than one. 

Suggestion 4. Attempts to standardize cost-allocation procedures 
for all types of multiple-purpose projects throughout the country 
should be modified to take into account particular problems especl ially 
applicable to certain areas. 

Suggestion 5 5. Attempts to measure the desirability of Federal proj- 
ects by standards applicable to privately owned projects such as the 
inclusion of imputed, but nonexistent, Federal income taxes should be 
abandoned. 

Suggestion 6. Before final cost allocations are determined for any 
particular project, the proposed allocation and the calculations lead- 
ing to them, together with alternative methods of cost allocation, 
should be submitted to Congress so that the Congress may, in the light 
of the overall general welfare, make the final decision as to the proper 
allocation. 

Suggestion 7. Congress should undertake, we believe, a thorough 
study of the problem immediately. 

It must be remembered, by way of summary, that any Federal re- 
source-development program, if it is to both preserve resources and 
deliver the benefits from their utilization to the people, in line with 
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the old Abe Lincoln Homestead Act concept, cannot be measured by 
the bookkeeping practices of private utility companies designed to 
earn a profit, nor can such a program serve well its purpose if it con- 
forms to the power-company interests. The primary purpose of the 
Federal power program is not to earn a profit, but to serve the general 
economic welfare of the country. It is our opinion that the Congress 
of the United States is the agency best constituted, under our demo 
cratic system of government, to formulate resource-development 
policy and to control its administration. 

Congress has laid out a progressive Federal power program. ‘The 
administr: ition has insisted on a return to 19th century conservatism. 
We are wholehearte <dly in agreement with the sentiment expressed in 
Senate Resolution 281. We support it 100 percent. But we hope that 
from it will come permanent substantive legislation designed to carry 
out its terms. 

Chairman Murray. Any questions? Any questions of this witness ? 

Thank you for your very full and comprehensive statement, Mr. 
Ellis. I think you have done a very fine job. 

Mr. Exuis. Thank you, Senator. 

Chairman Murray. Is John Mutz here? 


STATEMENT OF JOHN L. MUTZ, STAFF DIRECTOR, SENATE PUBLIC 
WORKS COMMITTEE 


Mr. Murz. I am sitting right here, Senator. 

My name is John L. Mutz. I am with the Senate Public Works 
Committee. 

Senator Anperson. What is your background? Were you with the 
Bureau of Reclamation / 

Mr. Murz. I was with the Bureau of Reclamation for approximately 
ll years. Prior to that I was with the Corps of Engineers for about 
2 years. So I have had some experience in the field of cost allocat ions, 
although I don’t profess to be an expert in A-47, because it is very 
difficult to analyze. 

In May 1950, a report was made by a Federal Interagency River 
Basin Committee with membership from the Corps of Engineers, De- 
partments of the Interior, Agriculture, and Commerce, and the Fed- 
eral Power Commission. This report is entitled “Proposed Practices 
for Economic Analysis of River Basin Projects” and is commonly 
known as the Green Book. This report represented an effort on the 
part of the various agencies concerned to develop procedures for 
measuring benefits and costs and for making cost allocations for multi- 
purpose projects. Prior to this activity, many approaches were taken 
by agencies in arriving at an equitable and reasonable cost allocation 
measure. The Green Book recommends the use of the so-called sepa- 
rable costs remaining benefits method. 

On December 31, 1952, the Bureau of the Budget issued a directive 
described as Budget Circular No. A-47, which was designed to pre- 
scribe certain sts nd: rds for use by all agencies in evaluating water-use 
projects. This circular did not attempt to set specifie methods of cost 
allocation which should be used. However, it did require that alloca- 
tions be on an equitable basis. This circular, in setting forth stand- 
ards for economic evaluations, provided that main reliance should 
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be placed on primary benefits in determining feasibility unless clear 
justification is shown for using secondary benefits. Insofar as this 
document is concerned, it left an opportunity for irrigation projects 
to be justified by the inclusion of secondary benefits. 

In connection with irr igation projects, ‘because of methods used by 
the Bureau of Reclamation in evaluating benefits, the primary bene- 
fits alone are generally insufficient to provide favorable benefit-to-cost 
ratios. However, the secondar y benefits are real benefits derived from 
the project and have been used in connection with justifying many of 
the irrigation projects recommended by the Bureau of Reclamation. 
Another problem resulting from the use of A-47 is that the Bureau 
of the Budget has insisted that portions of a basin plan must be evalu- 
ated separately. For example, each unit of a reservoir system must be 
justified separately, although, actually, in many cases the entire sys- 
tem is required to accomplish the desired purpose. 

Later, during 1954 or 1955, the Bureau of the Budget proposed 
revisions to Circular A-47, which contained similar criteria to those 
contained in A-47, insofar as benefits and cost alloc ‘ations are con- 
cerned, except that it specified that benefit-cost analysis of any pro- 
gram or project shall be based on primary benefits. Because all benefit 
estimates are to be made from a national view point, secondary benefits 
may not be included in a benefit-cost analysis if similar benefits would 
accrue from alternative uses of the resources to be invested in the 
project. The latter circular required that account should be taken of 
decrease in productive capacity and efficiency and possible technologi- 
cal obsolescence. This circular provides that the annual productive 
value of the lands and other property acquired for the project in excess 
of annual costs of acquisition should be included as a cost to the project. 
Heretofore only the cost of acquisition was included, rather than the 
average annual economic effect of removing the land or facilities from 
production. This circular specifies that cost shall be allocated by the 
separable cost remaining benefits method, except in very special cases, 
and then a full justification must be given for not using this method. 
Circular A-47 provides that on local flood-control projects 50 percent 
of the land-enhancement benefits should be used as a basis for deter- 
mining the local contribution in addition to providing rights-of-way, 
et cetera. Circular A-47 (Revised) contained the same provision and 
in addition provided that where substantial benefits accrue to a local- 
ized area, through making possible greater financial returns properly 
protected, non-Federal interest should contribute not less than 50 

ercent of the share of the initial investment attributable to obtain 
benefits. 

In following the partnership approach, it is provided that wherever 
were. the actual construction “ot a project should be undertaken by 
ocal or private interests and recommendations should be made as to 
the amount of the Federal contribution. Circular A-47 (Revised) 
continues the provision that revenues in excess of those required to pay 
out municipal water supply and power-project costs can be used to help 
pay the costs of irrigation projects. The circular also provides that 
in making cost allocations taxes foregone shall be included as a cost to 
the project. The effect of this on power is to reduce the benefits or 
increase the cost, with the result that the benefit-to-cost ratio would 
be somewhat reduced. In certain instances, by applying this factor 
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the inclusion of power in a multipurpose project may be infeasible. 
By using this factor, the reimbursement from power would be some- 
what less and, obviously, the rates finally charged to power users would 
be reduced. 

Senator Anprrson. Is there any provision in the law which per- 
mitted the calculation of secondary benefits at the time they were being 
utilized ? 

Mr. Murz. As a matter of fact, none of these procedures have any 
basis in law, nor are they contrary to any law. 

Senator Anprerson. Therefore, the calculation of secondary benefits 
was a matter of practice. 

Mr. Murz. That is right. It was a matter of procedure that the 
agencies developed in order to evaluate these projects. 

Senator ANperson. And if the revised A-47 document comes into 
general use and is followed, as it has been indicated it would be fol- 
lowed, that would constitute a change in the policy by Executive de- 
cree and not by action of the C ongress ¢ 

Mr. Mutz. That is correct. 

This circular provides considerable in the way of technical proce- 
dures. 

Senator Anprerson. Would it be all right for him to add into the 
record any items he wishes to show the technical procedures involved ? 

Chairman Murray. That would be a proper procedure; yes. 

Mr. Mutz. Well, what this circular does, I believe, generally, that 
is different from the original procedure : No. 1 , the original circular 
was not so specific with respect to the method of cost allocation that 
should be used. It said that the cost allocations should be made on 
xn equitable basis. 

Circular A-47 (Revised), specifies, I believe, the separable costs 
remaining benefits method, which has been accepted by all of tle 
agencies as a reasonable method of procedure. 

Senator Anprerson. Was it different from the old basis? 

Mr. Murz. It has been used in some of the previous reports. The 
agencies have used various methods of cost allocation; some the alter- 
native justifiable expenditure methods, the incremental method, and 
several variations of each. I think that it is probably proper that the.* 
should use a variation of methods if we are going to have full water: 
resources development. 

Senator Anperson. Mr. Mutz, did you prepare the tables showing 
| partial analysis of Budget Circulars A-47 and A-47 (Revised) 
whe h appears at page 762 of the Southwestern Power ‘inane 

tion Hearings? 

Mr. Murtrz. Yes; I did. 

Senator Anperson. Mr. Chairman, I think since you do not like to 
always go hunting into other documents on these things, it would be 
useful if that material were reprinted in the record at this point, and 
[ would like to ask permission that the table involving a partial analy- 
sis of Budget Circulars A-47 and A-47 (Revised) be inserted in our 
record at this point. 

Chairman Murray. It may be inserted in the record at this point. 
(The material referred to follows :) 
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PARTIAL ANALYSES OF 


A-47 

1. Procedures shall not be regarded 
as authorizing deviation from law. 

2. Benefits mean all gains, assets or 
values. 

3. Primary benefits: Gains, 
etc., directly resulting from program. 

4. Secondary benefits: Gains, assets, 
and so forth, other than primary bene- 
fits. 

5. Economic costs: All financial costs 
except planning and surveys incurred 
prior to authorization and all other 
expenses, losses and liabilities, direct or 
induced, and whether in monetary or 
nonmonetary terms. 

6. Financial Construction 
O. and M., and interest on unliquidated 
balance of reimbursable construction 
costs, except interest shall not be in- 
cluded in allocations to irrigation for 
repayment purposes. 

7. Construction costs : Contract work, 
material and supplies, labor, acquisition 
of lands, R. O. W., relocation and inter- 
est during construction, inv. and sur- 
veys, etc., except when applied to irri- 
gation allocations for repayment shall 
not include interest. 

&. Net revenues: Difference between 
total revenues of project or separable 
part and the properly allocable finan- 
cial cost. 

9. Evaluation report is to show wheth- 
er each part of project will be more eco- 
nomical than alternative means. Where 
single purpose alternative is available, 
inclusion in a multipurpose will be con- 
sidered only if its inclusion is accom- 
plished more economically through mul- 
tipurpose plan. 

10. Inclusion in a multipurpose proj- 
ect of any purpose will, except in un- 
usual cases be considered only if the 
benefits are greater than the economic 
costs of including that purpose. 

11. The project report shall show an 
analyses of the source of repayment or 
the sharing of financial cost of each 
purpose, 

12. The report shall include evalu- 
ation of primary benefits and unless a 
clear justification is shown main reli- 
ance must be placed on those in a proj- 
ect. In connection with power the 
benefits will be the value of electric 
energy produced and is to be equal to 
the lower of two figures as follows: (1) 
the cost of equivalent energy from 
cheapest alternative source to be com- 
puted on comparable bases; (2) value of 
power to users, which is the highest 
price they would pay where the cost of 
alternative power would be prohibitive. 


assets, 


costs: 


Bupcer CrracuLtars A-47 ANp A-47 








( REVISED ) 


AAT (Revised) 


1. Same. 
2. Same. 
5. Same. 


4. Same. 


5. Induced costs: Adverse effects of 
program which include displacement of 
people, decrease in land values, the an- 
nual productive value of lands and 
other property acquired that is in ex- 
cess of annual costs of acquisition. 

6. Initial investment cost: All mone- 
tary outlays including construction, 
R. O. W., relocations interest during 
construction, inv. and surveys, ete. 


7. Joint costs: The costs remaining 
after deducting the separable costs. 


8. Project costs: All monetary out- 
lays including construction, O. and M., 
etc., less net salvage value at end of 
evaluation period. 

9. Same. 


10. Same. 


11. Same. 


12. Until standards for measuring 
secondary benefits are shown the bene- 
fit-cost analysis shall be based on pri- 
mary benefits. In connection with 
power the benefits will be the lower of 
two figures as follows: (1) the esti- 
mated cost from the most likely alterna- 
tive source in the absence of the pro- 
gram; (2) the estimated value to users, 
where cost of alternative would exceed 
the value to users of part or all of power 
produced. Where benefits are meas- 
ured by costs of alternative source these 
costs shall include actual cost of plant, 
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A-47 


15. The report shall include tentative 
allocation to purposes of costs of both 
separable and joint facilities on an equi- 
table basis. 

14. The cost of facilities of a project 
used only for a single purpose shall be 
allocated to that purpose. 

15. The cost of facilities of a project 
used jointly shall be allocated so that 
each purpose shall share equitably in 
savings resulting from joint use. 

16. The agency responsible for con- 
struction shall make allocations, giving 
other agencies having responsibility for 
marketing, rate approval, ete., full op- 
portunity to consult and make views 
known. 

17. The financial cost to be reim- 
bursed to the Government is to be shown 
and should be shown as a percentage 
rather than in dollars. 

18. The repayment period should be 
such that the portion to be repaid can 
be accomplished within a period equal 
to the economic life of the project but 
not to exceed 50 vears. 

19. Agencies responsible for project 
shall consult local agencies, ete. 

20 


21. None. 





A-47 (Revised) 

whether private or Federal, with tax 
and interest charges. The costs de- 
rived in this manner are used for cost- 
allocation purposes but are not used in 
determining power rate to be charged. 

13. Costs are to be allocated by the 
separable cost-remaining benefit meth 
od. 


14. Same. 


15. Same. 


16. Same. 


17. Similar. 


18. Same. 


19. Same. 


20. Reports shall show what portion 
of project falls within the area of re 
sponsibility of private initiative and 
responsibility, including an assessment 
of financial and technical capabilities 
and their intent to participate. If a 
project does not represent effective re- 
sources development with minimum 
Federal cost or calls for substantial 
Federal contributions the report should 
justify recommending Federal partici- 
pation. Where impediments to a part- 
nership approach exist, information 
shall be furnished at their time of 
removal. 

21. Where a project involving Federal 
interest can be more economically 
achieved through participation in non- 
Federal undertaking there shall be pro- 
posed legislation authorizing a Federal 
payment to the non-Federal sponsors to 
cover a share of the project. Where 
the Federal Government has completed 
the investigation and prepared plans for 
the project the proportionate share al 
locable to non-Federai purposes shall 
be deducted from the Federal contri- 
bution. 





40 CONSERVATION AND DEVELOPMENT OF WATER RESOURCES 






A-47 

22. The report shall show increase in 
benefits for various purposes. When 
benefits are attributable to local flood- 
control projects it is considered that 
there should be a local contribution to- 
ward construction at least equal to 50 
percent of the amount determined by 
applying to the total construction costs 
of the project the ratio of the particular 
Jand enhancement benefits involved to 
total monetary primary benefits. To 
the extent feasible, a payment or con- 
tribution toward the costs of flood- 
control projects should be made where 
benefits of a project accrue to an area. 


Reimbursement of irrigation costs 
shall be made within 50 years with 
allowance for an additional develop- 
ment period of not to exceed 10 years. 
When the cost allocated to irrigation is 
in excess of anticipated revenues, and a 
subsidy is proposed either by the inter- 
est component or otherwise, the report 
shall show the amount of such subsidy. 
Net revenues from other purposes as- 
sociated with the project may be used 
in helping to repay costs allocated to 
irrigation. 


23. Interest rates shall be calculated 
at a rate based on the average rate of 
interest payable by the Treasury on 
interest-bearing marketable securities 
which have terms of maturity, in gen- 
eral, equal to the economically useful 
life of the project. Where the economi- 
cally useful life of the project is ex- 
pected to be longer than 15 years the 
rate of interest shall be calculated at 
a rate based on the average rate if 
interest on obligations which would 
have terms to maturity of 15 years or 
more. 











A-47 (Revised) 

22. Cost sharing and reimbursement: 
The report will show those receiving 
benefit from project who can be identi- 
fied. The cost sharing shall be shown. 
Where interest as a part of the net 
investment is waived the report shall 
show an estimate of the total part of 
such interest during construction and 
repayment period. For flood-control 
projects, the cost shall be shared on the 
basis that—(1) for local protection 
works non-Federal interests shall pay 
50 percent of project costs unless a less- 
er contribution is justified because of 
special circumstances; (2) for reser- 
voir projects identifiable beneficiaries 
receiving substantial flood-control bene- 
fits shall contribute at least 50 percent 
of project costs attributable to them 
except in special circumstances; and 
(3) in projects involving substantial 
benefits to localized area through mak- 
ing a greater financial return they shall 
contribute not less than 50 percent of 
the share of the initial investment costs 
attributable. Reimbursement of irriga- 
tion costs shall be made within 50 years 
with allowance when required of a 10- 
year development period. When costs 
of irrigation exceed ability, use of net 
revenues from other purposes, in excess 
of their needs to repay, may be pro- 
posed to help repay cost allocated to 
irrigation. When repayment from irri- 
gation along with assistance from other 
sources are insufficient to repay in 50 
years the report may propose that such 
excess may be borne by the Federal 
Government as a contribution to irriga- 
tion. 

23. Interest rates will be announced 
from time to time by the Bureau of the 
Budget on the basis of current Federal 
long-term borrowing rate. Interest on 
projects costs incurred by non-Federal 
groups shall be based on the most likely 
rate to be paid by them but not less than 
the Federal long-term borrowing rate. 
Where future benefits are discounted 
to present worth, the interest rate 
should depend on the certainty with 
which the benefits will accrue in the 
amount estimated. Where reimburse- 
ment with interest is provided the Sec- 
retary of the Treasury shall determine 
the interest rate by using annual yields 
to maturity having a maturity date of 
of 15 years or more. 


Senator Anprerson. Now, section 13 of that, Mr. Mutz, shows that 
in the revised section, costs are to be allocated by the separable costs- 
remaining-benefits method. And it is your testimony that while that 
has been used, the exclusive use of it is a change in policy. 

Mr. Murz. It is a change in policy from that which was set up in 


A-47, dated 1952. 
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Senator Anperson. Is it also a change in what frequently had been 
used in the estimating of costs on irrigation projects by the Bureau of 
Reclamation prior to the issuanceof A-47¢ 

Mr. Murz. Yes; the separable costs-remaining-benefits method was 
not at that time accepted as the standard procedure for cost alloca- 
tions, and other acceptable methods were used. Reports that were 
submitted to Congress contained variations of cost-allocation proce- 
dures and proposed allocations to purposes. Thereby, Congress was 
able to determine to what extent they wished to authorize assistance to 
various purposes. | 

The other significant thing that appears in A~-47 (revised), I believe, 
is the matter of cost sharing in connection with flood-control proj- 
ects. In item 22 of the summary which I have submitted, cost sharing 
and reimbursement, it is indicated that the report will show those 
receiving benefits from projects who can be identified. The cost shar- 
ing shall be shown. For local protection works, non-Federal inter- 
ests shall pay 50 percent of project costs unless a lesser contribution is 
justified because of special circumstances. For reservoir projects 
identifiable beneficiaries receiving substantial flood-control benefits 
shall contribute at least 50 percent of project costs attributable to them 
in special circumstances. And, three, in projects involving substan- 
tial benefits to localized areas through making a greater financial re- 
turn, they shall contribute not less than 50 percent of the share of the 
initial investment costs attributable. 

Senator Anprrson. Let us go back to No. 2 there. For reservoir 
projects, identifiable beneficiaries receiving substantial flood-control 
benefits shall contribute at least 50 percent of costs attributable to 
them except in special circumstances, this says. Is that a new 
provision ¢ 

Mr. Murz. It is my understanding that up until just recently—or 
maybe the practice is still being continued, of making all flood-con- 
trol projects nonreimbursable—there has been no effort to determine 
the local beneficiaries. Flood control has been considered to be a na- 
tional responsibility, and, therefore, there has been no effort to obtain 
local contributions except that they have asked for contributions in 
connection with local flood-protection projects. 

Senator AnpEerson. Now, if a representative of the Army Corps of 
Engineers is handed A-47 (revised) and reads this language, and there 
was a reservoir project where the local people were not going to put 
up 50 percent, he would just have to abandon that and go on his 
way ; would he not? 

Mr. Murz. I would suppose so. Of course, they still are at liberty 
to make their own recommendations. 

Senator Anprerson. Yes; but it would run counter to this; now, do 
you understand that in a rivers-and-harbors bill if the Government 
approves the harbor the local community bears 50 percent of that? 

Mr. Murz. They do not. 

Senator ANprerson. This is a good rule for everybody, though. 

Mr. Murz. It could apply to navigation as well as flood-control 
projects, 

Senator AnDeRrson. It would seem to me that this provision is sort of 
singling out the areas that need flood-control work but not recognizing 
the same principles as applying where you do rivers and harbors work 
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or a great many other things. And I merely wanted to point out that 
that is on odd provision. 

Mr. Mvrz. I suppose this cost-sharing and reimbursement provision 
could be carried to navigation very easily. 

Unless you have some ething else that you would like me to add, that 
is all I have. 

Mr. Lrnewraver. Mr. Mutz, I wish you would outline the review 
processes in the Bureau of Reclamation that your experience shows. 

Mr. Murz. As area planning engineer, which was my position, I had 
the responsibility for preparing the reports or having our people 
prepare reports, on the engineering, economic, hydrologic, and all other 
facets of a complete engineering report. The report “would go to the 
regional office for their review. It would then go to the Denver office, 
for review there, and then into Washington for further review and 
comments. Then, those reports, after they had clearance through the 
Secretary’s office, would be distributed to the various affected agencies 
and States for their review and comments. 

Mr. Lineweaver. Before you go that far, what is the review in the 
Department after it leaves the Bureau / 

Mr. Murz. It is a complete technical review by certain members of 
the Secretary’s staff, as I understand it. Before it is released, it must 
have the Secretary’s approval. 

Mr. Lineweaver. That is what I wanted to show. 

Chairman Murray. Anything further, Senator Anderson ? 

Senator Anperson. No. 

Chairman Mvrray. Thank you. 

Mr. Lineweaver. Mr. Smith? 

Chairman Murray. Mr. Smith, of Omaha, Nebr., representing the 
Mississippi Valley Association. 


STATEMENT OF JAMES R. SMITH, MANAGER, MISSOURI RIVER 
DIVISION, MISSISSIPPI VALLEY ASSOCIATION 


Mr. Suiru. Yes, Mr. Chairman. I have some additional copies 
here. 

My name is James R. Smith, and I am manager of the Missouri 
River division of the Mississippi Valley Association. That association 
is comprised of business and agric ultural leaders in 30 States, and we 
have been in existence for more than 37 years. 

During that time, the members of the association have evolved 
philosophy which is incorporated in our platform adopted and revised 
each year at our annual meeting. I use the word “evolved” because 
our platform is not a document put together hastily. Rather, it is 
subject to continual analysis and change ¢ and duri ing the 37 years of the 
association’s existence, it has grown to ‘reflect the thinking of our mem- 
bers, more than 1,500 of whom meet annually in St. Louis to revi iew, 
modernize, and adopt the association’s policies and program of work. 

I have compared Senate Resolution 281 with the platform of the 
Mississippi Valley Association and although worded differently, the 

resclution follows very closely the philosophy of the association. For 
example, the resolution states that the utilization of the land and water 
resources of the Nation require that the Federal Government continue 
to exercise its constitutional powers not only to encourage but to 
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participate in the conservation and development of the land and water 
resources of the Nation. 

Our foreword, on the other hand, states that the conservation, man- 
agement, and use of our natural resources is the foundation upon which 
the future of America will be built and that controlling floods, pro- 
viding and improving navigation, reclaiming arid lands, protecting 
soil against erosion, and generating incidental hydroelectric power 
are proper activities of the Federal Government. 

Senate Resolution 281 states that the continued nullification by the 
executive agencies of this fundamental and long-established policy 
would constitute an usurpation of the legislative power. 

The Mississippi Valley Association urges Congress to enact legis- 
lation providing for river-basin control and operation. Throughout 
our platform we urge Congress to authorize and appropriate funds 
for various projects. We oppose the usurpation of legislative func- 
tions and specifically urge congressional determination of water- 
resource policies. For instance, we state that the Bureau of the Budget 
should accept the authorization of a project by Congress as a matter of 
settled policy, and conversely should not arbitrarily by administrative 
fiat do what is tantamount to deauthorizing a project upon which 
Congress has already stated its will. 

Senate Resolution 281 states that land and water resources devel 
opment should.be planned on a comprehensive basis with ultimately 
integrated operation to insure the realization of an optium degree of 
physical and economic efficiency. The Mississippi Valley Association 
also urges such an approach to the water-resources problem by urging 
Congress to establish formulas which will assign an economic value to 
all benefits, both direct and indirect. 

We further urge that funds to plan, construct, and maintain water- 
conservation programs be considered by Congress as national capital 
investments in the security and welfare of the Nation rather than as 
current fiscal expenditures. And I was very interested in the com 
ment made earlier in this hearing that other Senators in this com- 
mittee feel that Congress should consider these things as investments, 
to be amortized over a period of years, rather than as fiscal expendi- 
tures for 1 year. 

In section 3, your proposed resolution states that the number of 
Federal agencies should be reduced rather than increased and that 
review procedures should be simplified and shortened in order to 
accelerate the submission of reports to Congress. 

The Mississippi Valley Association also urges the simplification 
and acceleration of procedures by urging Congress to set a schedule 
for the completion of land and water resource projects In a minimum 
number of years, and by opposing the creation of any additional land 
and water agencies to take over existing land and water resource 
development functions. 

The proposed resolution urges that reports to Congress in support 
of request for authorization include valuations made in accordance 
with criteria prescribed by the appropriate congressional committees, 
fully disclosing details and results of all studies and analyses on poten- 
tial utilization, both direct and indirect. 

The implication that executive branches of the Government should 
disclose more than their own preconceived notions of what is or is 
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not sound justification is also urged by the Mississippi Valley Asso- 
ciation. Specifically, we urge that Congress should establish the 
criteria which will assign an economic value to all benefits. ; 

Throughout the association’s platform as it has developed since 
1919, there is repeated reference to the association’s philosophy of 
separation of the executive and legislative functions. Nowhere in 
the Mississippi Valley Association’s platform is there any statement 
that would endorse the arrogating of legislative function in deter- 
mining the worthiness of projects through the executive branch of 
the Government. 

It is, therefore, wholly appropriate for this association to strongly 
endorse Senate Resolution 281 and to urge that any national policy 
having to do with the orderly development of our water and soil 
resources carefully retain within the legislative branch of the Gov- 
ernment the power to determine those criteria which would contribute 
to the realization of optimum physical and economic efficiency. 

The chairman’s statement in the explanation of the resolution refers 
not only to Budget Circular A-47, but to the President’s Advisory 
Committee on Water Resources Policy. He notes a dangerous trend 
of encroachment by the executive agencies on the constitutional power 
of the legislative branch. 

The explanation refers to this “layering” of agencies concerned 
with water resources projects, including committees, and then coordi- 
nators and boards of review and various and sundry other groupings. 
Our association also is opposed to the creation of such multitudinous 
review agencies. Specifically, our platform states that we oppose 
the creation of any national public-works agencies which would con- 
solidate or interfere with those agencies long expert in their respective 
fields of water and land-resources development. 

In behalf of the officers, directors, and members of the Mississippi 
Valley Association, may I express for them our association’s apprecia- 
tion of this oppontannty to express to this committee the association’s 
approval of this proposed Senate Resolution 281. 

Thank you very much, Mr. Chairman and gentlemen. 

Chairman Murray. Thank you for your very concise and to-the- 
point statement. 

Any questions of this witness? 

Thank you very much. 

Mr. Smiru. Thank you, sir. 

Chairman Murray. Mr. John McCall, chairman of the Brazos River 
Association of Texas. 


STATEMENT OF JOHN D. McCALL, LAWYER, DALLAS, TEX., REPRE- 
SENTING BRAZOS RIVER AUTHORITY, TEXAS 


Mr. McCaut. Mr. Chairman and gentlemen of the committee, my 
name is John D, McCall. I am a lawyer residing in Dallas, Tex. My 
firm is frequently employed in connection with the financing of water- 
supply projects. In such connection for 20 years we have been serving 
as bond counsel for Brazos River Authority, Texas, an agency of the 
State. <A bill is pending in the Congress—S. 2117 and H. R. 2819— 
which would authorize the United States Government under specified 
conditions to purchase approximately one-third of an issue of bonds 
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proposed by the authority. The remainder of the issue would be sold 
on the market. With the bond proceeds the authority will build a 
multipurpose water-conservation project, a considerable part of which 
would be devoted to providing water for municipal and industrial 
uses. Because of such employment by the authority and by other 
State agencies which will probably have somewhat similar problems, 
I am interested in the effect which the Report by the Presidential 
Advisory Committee on Water Resources (H. Doc. 315) and Budget 
Circular No. A-47, as revised, will have on the efforts of the Govern- 
ment to encourage non-Federal projects through the making or guar- 
anteeing of loans to non-Federal public agencies for water-conserva 
tion projects which include portions the reof for municipal and indus- 
trial water. Moreover, I believe that there is a nationwide interest 
in the problem I shall attempt to pinpoint. 

A single sentence in the Presidential re port seemingly destroys the 
effectiveness of the document as the source of any possible cooperation 
with State sponsored and owned projects for development of munici- 
pal and industrial water supply. On the final page of the report we 
find this paragraph: 

The Federal Government should, to the extent necessary and appropriate, 
make or guarantee loans under reasonable regulations and with adequate security 
to States or local political subdivisions to construct water-resources projects. 
However, no loans or guaranties should be made to cover costs of developing 
projects or portions thereof for power or municipal and industrial water, since, if 
these are economically sound, they may be readily financed otherwise. 

When the “however” sentence just quoted was written or inserted, 
it is believed that the President’s committee must have overlooked 
these factors: (1) The urgency of providing water supply for munici- 
pal and industrial purposes as emphasized on pages 1, 2, and 5 of the 
report; (2) the fact that if such water supply is to be effective in 
meeting the well-recognized present shortages and the redoubled 
shortage which will accumulate gradually by 1975 (report, p. 5) such 
water must be provided in advance of and in anticipation of such 
growing municipal and industrial needs; and (3) the fact that while 
under Government standards, recognized and accepted by the report, 
a project would be considered “economically sound” and feasible if 
the revenues to be received from immediate use plus revenues which 
will be realized from increased use, will during the term of 50 years 
pay operation and maintenance costs and repay the cost of the project 
plus interest, nevertheless the bonds to finance such a project still 
would not be salable on the general market unless there is such assured 
use of the water as would provide income at the time of the sale of 
the bonds sufficient to pay operation and maintenance expenses, and 
approximately 114 times the amount of maturing principal and in- 
terest. In other words, for the bonds to be salable in addition to being 
economically sound and feasible, the revenues immediately available 
must assure approximately 50-percent coverage as a margin of safety. 
I say that as a bond lawyer. The concurrence of all of these disre- 
garded factors furnishes compelling evidence that Government eee 
and guaranties should be made available to “economic ally sound” 
“feasible” projects to provide munic ipal and industrial water if they 

cannot be “readily financed otherwise. 

The whole report, except for the “however” clause, emphasizes the 
urgency of providing industrial and municipal water and leads the 


81618—56 4 








46 CONSERVATION AND DEVELOPMENT OF WATER RESOURCES 


reader to believe that the report will contain a definite recommenda- 
tion that the Government cooperate in financing such projects. The 
reader is not disillusioned until he is almost through reading the last 
page. 

Senator ANperson. You say he is not disillusioned until almost the 
end. Asa matter of fact, just two sentences remain after he gets the 
shock. 

Mr. McCauu. Thatis right. To repeat that “however” clause: 

However, no loans or guaranties should be made to cover costs of developing 
projects or portions thereof for power or municipal and industrial water, since, 
if these are economically sound, they may be readily financed otherwise. 

By applying the principles announced in the “however” clause it 
would = impossible, under any circumstances, for the Government 
to aid a project to serve principally municipal and industrial pur- 
poses. Because, if the project were not “feasible” or not “economi- 

cally sound” the Government would be prohibited by law and by all 

of the rules of economies from participating. And this as sen- 
tence provides that if the project is “economically sound” the Govern- 
ment should not participate because its bonds should be salable readily 
elsewhere. The committee is reminded that if the project is feasible, 
that is, if it would pay out during the term of the bond issue, it is 
economically sound and it is feasible under Government rules. 

But, an issuer cannot sell bonds on a project unless it is one and 
one-half times economically sound and feasible. It is within the area 
between “feasibility” and “marketability” that I think the Government 
should exercise its cooper: ation either through guaranties or through 
the purchase of bonds. The Government may be assured that if the 
project is not only feasible but has the required margin of safety no 
public agency would every ask the Government for help, since its 
bonds would be readily salable on the markets of the country. 

The report gains and deserves the sympathy of everyone who 
might be interested in averting the water-shortage tragedies, some 
now present and others to bef: il this country by 1975, as ably set out 
in the report, unless additional water is provided for our industrial 
and thickly populated areas; but in the next to the closing paragraph 
when the reader least anticipates it, he feels the rug jerked from under 
his project. 

In a conference with representatives of the Bureau of the Budget 
shortly after the report was filed in the Congress, I observed that 
the report was being used, at least in that “offic e, as a guide for 
appraisal of non- Federal projects. This “however” clause was a sub- 
ject in our discussion. At the conference I expressed the hove that 
there might be some administrative interpretation to soften its fatal 
effect. This seemed unlikely. I am hopeful that this committee may 
be able to obtain or make an interpretation of the provision which 
will not foreclose all Federal participation in a non-Federal project 
which has the vital objective of water supply for domestic, municipal, 
and industrial purposes. 

So long as the “however” clause is the rule of appraisal of State- 
owned projects the only source of Government cooperation will be 
through dams and reservoirs to be constructed and owned by the 
Government. But frequently a municipality or State agency needs a 
reservoir at a point where the Government has no need of building it. 
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Then there can be no cooperation despite the great need reflected in 
the report. But assuming a properly located Government-owned 
dam, the municipality or State agency can buy the right to storage 
50-year lease prese thy. by contracting to repay substantially its cost 
over a period of 50 years plus interest. Such obligation as presently 
being written bears 214 percent interest on the unpaid balance. 
Ability to make such a contract proves “feasibility” of that part of 
the project insofar as Government standards are concerned. This 
is an excellent service of the Government. It should be encouraged. 
But by the same token the Government should not be blocked from 
buying bonds of a municipality or a State agency which would finance 
and own its projects, if the project is 100 percent feasible by the same 
standards and if the bonds cannot be sold at the time on the open 
market. By such purchase procedures the Government would become 
an investor, holding the bonds at interest during the incubation 
period, and would resell the bonds as soon as they become mar ke table, 
as in the case of public agency bonds bought by the RFC or as 
indicated by the report, perhaps Congress could set up an alternative 
procedure of guaranties as to bonds to be issued and sold on the 
market by such public agencies, perhaps making a premium charge 
for the guaranty. 

I'll trespass on the committee’s time to mention only another im- 
pediment which the report seemingly erects as to projects of public 
agencies. Reference is made to the “taxes foregone” theory. If I have 
interpreted correctly the applicable provisions of Budget Circular 
A-47 of December 1952 and the revision of 1954, taxes lost to the State 
and Federal Government must be taken into consideration, in deter- 
mining feasibility, only as to projects constructed and owned by the 
Federal Government. For instance, the power developed at a ‘Gov- 
ernment dam might be sold to a cooperative organization and be dis- 
tributed by it without any tax liability. The report (p. 26) makes 
the formula applicable also to State projects, without considering as 

\ primary benefit the great economic advantages resulting from “the 
project to the affected area as offsetting State and local tax losses and 
without requiring exceptions as to consideration of Federal taxes 
in instances where such State agencies will develop hydroelectric 
poaee and will wholesale it to utility companies which would in turn 
be fully liable for Federal income taxes. Under such circumstances 
as to a State-owned project it seems that an outright exception should 
be made if the purchaser of the power is a Federal income taxpayer, 
without requiring the State project.to be appraised as if it were being 
built by a corporate taxpayer. ‘The State-owned project may well use 
power ‘development as an indirect means of financing water supply 
for consumptive uses. 

Mr. Chairman, I hope these hearings will reflect officially the favor- 


able interest of Congress in cooperating with State and local public 


agencies in their efforts to construct and own their water-conservation 
projects, somewhat along the lines discussed in this statement, without 
application of the disabling ground rules cited from the P residential 
report—rules which may have been inserted inadvertently. 

I thank you. 
Chairman Murray. 


Thank you, Mr. McCall. 
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Colonel Herbert Gee, Central and Southern Florida Flood Control 
Association ? 


STATEMENT OF COL. HERBERT GEE, CENTRAL AND SOUTHERN 
FLORIDA FLOOD CONTROL ASSOCIATION 


Colonel Grr. Senator Murray and Senator Anderson, I am very 
grateful for the opportunity to appear before your committee. I 
would like to say at the outset that I represent the Central and South- 
ern Florida Flood Control District, the Florida Inland Navigation 
District, 3 of the harbors of Florida, and 1 of the county water con- 
servation and control authorities, that of Lake County. 

All of these political subdivisions of the State are actively engaged 
in carrying on work of water-resource development within Florida. 
All of them are active partners of the F eder ‘al Government in one form 
or another in these projects. 

This hearing to my mind is the first step in congressional action 
which will follow logically the reports of the Hoover C ommission, the 
President’s Advisory Committee, and when you realize that the better 
part of 3 years has been spent in attending hearings in all parts of 
the country and obtaining the views of local interests, in the hope that 
some unified policy on water-resource development may be adopted 
by the Congress, I think we are coming close to the culmination of that 
3 years of effort. 

‘I should like to point out, on behalf of the groups that I represent, 
some of the points which I believe should receive consideration in the 
preparation of such policy. 

The budget procedures of the Federal Government do not lend them- 
selves readily to a cooperative effort between a local political subdi- 
vision and the United States. The budget of the United States is a 
classified document between the period of Fabout July of each year until 
January 1 of the following year, during which period there is complete 
silence with respect to that budget and what the local group spon- 
soring the project may expect in the coming fiscal year. 

It seems that some exchange of information with respect to this 
budget should take place during that long period of 6 months of com- 
plete silence under the present system. When it is realized that some 
of the sponsoring agencies at the local level are spending about $140 
million eventually in one of these projects in Florida, I think they 
qualify as a full-fledged partner and are entitled to know what is hap- 
pening budgetwise to their project at the Federal level. 

In project presentation for the Florida projects and many others 
throughout the country, the administration, through its agencies of 
the executive branch, present the Federal aspects or responsibilities of 
the project in great detail. 

Many of the very essential elements of cooperation carried out by 
local interests are never brought to the attention of the authorizing 
committees of the Congress or of the Appropriations Committees of 
the Congress unless this matter is brought up by those representing the 
local political subdivision. 

I have reference to a particular project, the intracoastal waterway 
on the east coast of Flor ida. The local district has expended more than 
$3 million in the acquisition of lands and rights-of-way needed for 
that project. 
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At the same time, local interests have spent more than $43 million in 
providing terminal facilities to handle the barge traffic of that water- 
way and to construct side channels and other facilities needed to make 
the waterway a functioning project. 

Those additional expenditures are made by local interests in accord- 
ance with the present requirements of law, but receive scant attention 
in the hearings held either to authorize or to appropriate for such 
projec ts. 

Under the central and southern Florida project, an area of some 1014 
million acres in the central part of the State, the required participation 
in cost by local interests is 39 percent, while the Federal Government 
puts up the remaining 61 percent. This is the requirement of the 
authorizing legislation in the Flood Control Act of 1948. The actual 
cost experience to date shows that local interests are bearing approxi- 
mately 50 percent of the cost of this project. 

Omitted entirely from consideration in the financing of this project 
is the fact that local interests had a system of water-control works, 
principally drainage works, in being at the time the project was au- 
thorized, which cost the State of Florida $18 million. This system 
was incorporated in the project and taken for granted as being one 
of the items of contribution by local mterests. 

In addition, as the project develops, it will be necessary for local 
drainage districts and private landowners to create systems of water 
control on the land which will cost an estimated $150 million addi- 
tional above and beyond project costs. 

Still another project in Florida which I represent, the Canaveral 
Harbor project, was authorized as a project consisting of three major 
units, an entrance channel, turning basin, protective jetties at the 
ocean entrance, and a navigation lock to permit shallow draft barge 
traffic from the Intracoastal W aterway to enter the harbor turning 
basin, 

The requirement imposed upon local interests to participate in the 
cost of this project involved the paying to the United States of 
$940,000 in cash, the furnishing of all lands, rights-of-way, and usual 
requirements, to hold and save the United States against damage. 

Two parts of this project have been built, the entrance channel and 
turning basin and the protective jetties at the harbor entrance. The 
third part, the lock, has not been put under construction, on the 
ground that there is a lack of economic justification for that element 
of the project. 

No representation has been made to local interests that in view of 
the fact that one-third of this project is not to be constructed for want 
of economic justification, that the Federal Government would like 
now to return one-third of the cash investment of local interests in 
this project. And I think when local interests bonded themselves to 
the extent of $1,350,000 to bring together the necessary capital to 
enter into this cooperative project with the Federal Government, it 
was with the thought that the entire project would be built. 

To turn for a moment to the Lake C ounty project, this is a project 
which is being financed 100 percent by local funds. It came into 
being as a result of the preparation of an unfavorable report on the 
Ockuaha River in the interests of navigation improvements. Local 
interests were so intent upon having these improvements that they 
created a special taxing district in the State of Florida, raised the 
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necessary money, and the works will be completed, I think, at the end 
of this calendar year. 

Now, here is an illustration of a local political subdivision which 
demonstrated initiative and carried a project forward to create a 
needed system of works for water conservation and navigation; and 
all of the legislation which I have been able to find dealing with small i 
projects in which the Federal Government might cooperate financially 
with local interests makes provision only for those projects which 
have yet to be constructed. In other words, a group such as the one 
I represent, which went forward boldly and financed its own project 
would not be eligible for consideration under such legislation. ‘And 
I believe in all fairness that the Congress should encourage initiative 
at the local level by making projects of this description eligible like- 
wise for consideration. 

Chairman Murray. That would seem very reasonable. 

Colonel Grr. Yes, sir. 

While this 3 years of study on the matter of water resources has 
been going forward, the State has taken some notable steps to create, 
first of all, a system of water law in the State of Florida. A Water 
Resources Study Commission is now at work and will report to the 
1957 session of the legislature on'that matter. Some 67 public hearings 
have been held in the State to develop fully the attitude of the citizens 
of Florida on this matter. 

Numerous districts are now active in the State in the interests of 
certain navigation projects, drainage districts, and flood-control dis- 
tricts. 

An excellent cooperative program is underway between the Florida 
Geological Survey and the United States Geological Survey. The 
United States Public Health Service and the State board of health 
are actively at work in improving sanitary conditions throughout the 
State of Florida. 

There has been mention made in hearings and in some of the reports 
to which I earlier referred to the matter of tolls on navigable water- 
ways. I have yet to read any suggestion of a system whereby such 
tolls might be imposed. And I would like to call to the attention of 
the chairman that there are waterways in Florida where as many as 
100,000 people live on the waterway, and I can conceive of a very diffi- 
cult situation for anyone who sought to create a toll system for a water- 
way of that character. 

Mr. Chairman, that concludes my comments. I did not have suffi- 
cient time to make a prepared statement. 

Chairman Murray. Thank you. You have made a very excellent 
statement. : 

Colonel Grr. Thank you, sir. 4 

Chairman Murray. And we are very glad to have it in the record. 
We were very much interested. 

Colonel Grr. Thank you. 
Chairman Murray. Mr. Rising ? 



































STATEMENT OF E. W. RISING, SPECIAL REPRESENTATIVE, CEN- 
TRAL ARIZONA PROJECT ASSOCIATION, PHOENIX, ARIZ. 






Mr. Ristnc, Mr. Chairman, my name is E. W. Rising. I am appear- 
ing as a representative of the Central Arizona Project Association to 
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offer for the record a letter from the Central Arizona Project Associa- 
tion expressing their approval of Resolution 281 and asking that same 
be adopted. 

Chairman Murray. Does that conclude your statement ? 

Mr. Risine. That concludes my statement. 

Chairman Murray. Thank you very much. 

(The letter referred to follows :) 


oe 


THE CENTRAL ARIZONA PROJECT ASSOCIATION, 
Phoenia, Ariz., June 18, 1956. 
E. W. RISING, 
Special Representative, Arizona Interstate Stream Commission, 
Washington, D. C 

DEAR Everett: I have analyzed Senate Resolution 281, as it would affect the 
State of Arizona, and my conclusion is that everyone interested in the develop- 
ment of land and water resources in an orderly fashion, under the full control 
of the Congress, should be for the resolution offered by Senator Murray on behalf 
of himself and Senators Anderson, Chavez, and Kerr. 

At such time as hearings are held on the resolution, if an opportunity is avail 
able, I would appreciate your appearing for me and asserting my view that the 
resolution should be adopted. 

Yours truly, 
DAvip F. BRINEGAR. 


Mr. Lineweaver. Mr. Welsh has a statement to file, I believe. 
(The statement referred to follows:) 


STATEMENT OF WILLIAM E. WELSH, SECRETARY-MANAGER, NATIONAL RECLAMATION 
ASSOCIATION, WASHINGTON, D. C, 


My name is William E. Welsh. I am secretary-manager of the National 
Reclamation Association. 

Senate Resolution 281 deals with water policy and that vitally affects future 
reclamation development. Therefore, Senate Resolution 281 is of very great 
concern to the National Reclamation Association. 


BUDGET CIRCULAR A—47 


We note that Senate Resolution 281 deals with Budget Circular A—47. This 
circular has been a matter of serious concern to the National Reclamation As- 
sociation since it was first put into effect. 

Only a few months after the original Budget Circular A-47 was issued, the 
National Reclamation Association’s Board of Directors, at a meeting held in 
Washington, D. C., April 8, 1953, adopted the following motion: 


“BUDGET CIRCULAR A-47 


“It was moved by J. H. Mceur and seconded by L. E. Coles that the secretary- 
manager be directed to write a letter to the Director of the Bureau of the Budget 
informing him that the board had carefully studied and considered Budget 
Circular A-47 and that the board feels that this circular, if permitted to remain 
in full force and effeet, would stop all future reclamation development in the 
West. Also, that a copy of the letter be sent to the Secretary of the Interior 
and the chairman of both the House and Senate Committees on Interior and 
Insular Affairs. Motion carried unanimously.” 

In compliance with the above motion, the following letter was mailed to the 
Director of the Bureau of the Budget on April 15, 1953: 

Aprit 15, 1953. 
Hon. JOSEPH M. Dopee, 
Director, The Bureau of the Budget, 
17th and Pennsylvania Averue NW., 
Washington, D.C. 

DeaR Mr. Dopge: The Board of Directors of the National Reclamation As- 
sociation, representing the 17 States which comprise the western half of the 
United States, believe that Budget Circular No. A-47, issued by the last adminis- 
tration under date of December 31, 1952, constitutes a serious threat to recla- 
mation and should be revoked. 
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The board held conferences last week with the Secretary of the Interior, 
Douglas McKay; with the Senate and the House Committees on Interior and 
Insular Affairs; and with the Chief of the Corps of Engineers, Gen. S. D. Sturgis. 
These conferences were held for the primary purpose of discussing the entire 
reclamation program of the West. One phase of these discussions included 
Budget Circular No. A-47 which members of the board stated would virtually 
stop a!l reclamation. 

There are many provisions in this circular which are highly detrimental to 
reclamation. The following are listed as only a few of the most objectionable 
ones: 

1. Repayment of all project costs in 50 years (sec. 18-B). 

2. Provisions in multipurpose programs for future use to be covered by 
repayment contract signed prior to construction (sec. 21-C). 

3. Allocation of costs to fish and wildlife shall be limited to the extent 
such costs are to be borne by States, local government, or local interests 
(sec. 11-C). 

I should be very pleased to discuss the provisions of this circular with you 
personally if you So desire. 

sudget Circular No. A—47, in our opinion, would establish policy which should 
be the responsibility of the Congress. 

We sincerely urge that the proposals contained in this circular be reviewed 
very carefully. We also urge that you confer with the Honorable Douglas 
McKay, Secretary of the Interior; the Honorable Hugh Butler, and the Honor- 
able A. L. Miller, chairman of the Senate and House Committees on Interior 
and Insular Affairs, respectively, with regard to the provisions of this circular. 
Again we emphasize that Budget Circular No. A-47 should be revoked. 
Respectfully submitted. 

WILLIAM E. WELSH, Secretary-Manager. 


Following is a statement of further comments which was attached to the 
above letter : 
“APRIL 15, 1953. 
“COMMENTS ON BupGet CrrcutaR No. A-47 By WILLIAM E. WELSH, SECRETARY- 
MANAGER, NATIONAL RECLAMATION ASSOCIATION 


“1. Repayment of all project costs in 50 years (sec. 18—-B) : 

“Under this provision there will be practically no future reclamation in the 
West. Navigation and flood control are nonreimbursable while reclamation is 
required to repay. With this policy we agree. Reclamation is interest free, but 
the well-known national benefits frum reclamation greatly exceed interest on 
the investment. In fact, these benefits, including the increased taxes which will 
continue to flow into the Federal Treasury during the entire life of the projects, 
will repay the cost of the projects many times. In the light of these facts, we 
believe there is justification in extending—within the useful life of the proj- 
ect—the time of repayment. 

“2. Provisions in multipurpose programs for future use to be covered by 
repayment contract signed prior to construction (sec. 21-C) : 

“This provision would virtually eliminate any feature of a multipurpose project 
which might not be brought into use until some time in the future, yet the financial 
feasibility of the project might depend upon this feature. 

“3. Allocation of costs to fish and wildlife shall be limited to the extent such 
eosts are to be borne by States, local government, or local interests : 

“This provision is contrary to existing law (Public Law 732) enacted August 14, 
1946. This law permits expenditures for such purposes on a nonreimburs- 
able basis.” 

Following is the reply from Budget Director Joseph M. Dodge: 


May 1, 1953. 
Mr. WriiiiaAM FE. WELSH, 
National Reclamation Association, Washington, D. C. 


DEAR Mr. WeEtSH: Thank you for your letter of April 15, 1953, advising me of 
the position taken by the Board of Directors of the National Reclamation Asso- 
ciation regarding Budget Circular No. A-47, and the effects which your board 
believes certain of the provisions of the circular will have on reclamation 
development in the 17 Western States. 

The questions which you raised with regard to the 50-year repayment period, 
the requirements for provision of facilities for future use in multiple-purpose 
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projects, and the criteria for allocation of costs to fish and wildlife, as well as 
other questions relating to water resources policy, will be reviewed as specific 
problems arise and experience is gained under the application of the circular. 

Your letter indicates that section 11—c of the circular requires that all costs 
allocated to fish and wildlife be borne by States, local governments, or local 
interests. It should be pointed out, however, that section 11-c differentiates 
between fish and wildlife developments of State or local significance only and 
those of national significance. This section would permit costs for nationally 
significant developments to be borne by the Federal Government, but would 
require costs for developments of State or local significance to be reimbursed. 
It should also be noted that the provisions of this and other sections of the 
circular are necessarily supplementary to provisions of existing law. As indicated 
in section 4-a, the circular does not authorize any deviation from general or 
specific requirements of law. 

As you know, circular A-47 was designed to provide uniform standards and 
procedures for use by the Executive Office in reviewing project reports and budget 
estimates. It is intended to provide a clear basis for presentation of all the facts 
regarding proposed water-resources projects, so that divisions on policy issues 
by the President and by the Congress may be made with a full understanding of 
their economic and budgetary effects. 

Sincerely yours, 
Jos. M. Doper, Director. 


At the 22d annual meeting of the association held in Reno, Nev., August 14-16, 
1953, the president of the association, C. Petrus Peterson, in his annual mes- 
sage stated : 

“T would designate as one of the roadblocks thrown up in the path of develop- 
ment in the West as the present functioning of the Bureau of the Budget. This 
Federal agency was set up as an aid to the President in the exercise of his 
executive responsibility. It has grown into an independent, arrogant agency 
which undertakes to veto in advance proposed legislation. It has undertaken to 
prescribe rules and regulations for other Federal agencies whose authority stems 
from acts of Congress, such as the Department of the Interior, and asserts that 
they can discharge their duties only with the consent of the Bureau of the Budget. 
Congress itself is confronted with notice of disapproval of pending legislation 
even before the legislation is presented and debated in the Congress. 

“Everybody recognizes the necessity confronting the President of having 
effective assistance in the discharge of his duties. No one would seek to curtail 
the power of the President in expressing his opinions to the Nation and to the 
Congress. But the Bureau of the Budget is not that agency of the President. In 
the dying hours of the old administration, a classical example of this supposed 
authority is evidenced in Budget Circular No. A-47. We recognize that the 
present administration is not chargeable with the liability of having sponsored 
this document, but it would clarify the situation a good deal if the present 
administration would recall the document and state its own position. In other 
words, here, as in many other instances, corrections can be made by the executive 
department.” 

The following resolution pertaining to Budget Circular A-47 was adopted at 
the annual meetings of the National Reclamation Association 3 successive years, 
Resolution No. 31, 1953; Resolution No. 17, 1954; and Resolution No. 12, 1955. 


“RESOLUTION No. 31, 1954: Mopirryrine BureAv or THE BupGet CrrcuLar No. A-47 


“Whereas the determination as to what Federal reclamation projects shall be 
authorized is the function of the Congress of the United States and not that of 
any subordinate executive officer or agency; and 

“Whereas Budget Circular A—47, has been issued setting forth certain stand- 
ards which were to govern the Bureau of the Budget in determining whether 
Federal reclamation projects would meet the approval of the President; and 

“Whereas it appears that the Bureau of the Budget has been and still is con- 
struing said circular or administering the same so as to justify it in refusing to 
report or in unduly delaying the reporting of Federal reclamation projects ap- 
proved by the Secretary of the Interior; and 

“Whereas such action has caused and is causing the Department of the Interior 
to be fearful of recommending such projects which it has decided are feasible 
unless it can obtain informal advance approval of the Bureau of the Budget: 
Now, therefore, be it 
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“Resolved, That the National Reclamation Association urges the President, in 
harmony with his expressed policy of encouraging reclamation, to cause said 
circular to be so modified or administered as to require the Bureau of the Budget 
promptly to submit to the Congress those Federal reclamation projects which 
have been approved by the Secretary of the Interior, together with the Secre- 
tary’s reasons for such approval, and the comments of the Bureau of the Budget 
with respect to such projects.” 


CABINET COMMITTEE REPORT 


With respect to the Cabinet Committee report transmitted to the Congress on 
January 17 of this year, our association has a committee of 17 members, 1 from 
each of our 17 member States, which is making a study of this report. The NRA 
Committee report will not be complete and acted upon by our association until the 
time of our annual meeting, which will be in November of this year at Salt Lake 
City. However, our NRA Committee did analyze and report upon the report 
of the Hoover Commission which covered much the same ground as the Cabinet 
Committe report. This NRA Committee report pertaining to the Hoover Com- 
mission which was adopted at the last annual meeting, has been published in 
pamphlet form and I have copies available for the committee. 

We are making a number of copies of this report available for all of the com- 
mittee members and the committee staff and, of course, it may be included in the 
record if the committee so desires. 

There are, however, several statements in the NRA Water Policy Committee 
report which I would like to call to your attention as follows: 

“The association stands upon the principle that the Congress must have the 
primary responsibility in the authorizing of projects. The association opposes 
the conferment on or assumption by an executive officer or department of a 
veto power over proposed or authorized projects. 

“We regret an obvious penchant to relegate Congress to a subordinate position 
in the authorization of reclamation; nor do we like the idea of reducing the 
Bureau of Reclamation and the Army Engineers to an inferior status in con- 
struction. This in favor of a new untried superimposed agency vested with 
authority now exercised by the Congress and controlling construction now han- 
dled by the established agencies of the Federal Government. 

“If there is to be an agency created by Congress to advise it on water policy, 
such an agency should only be created after implicit care for continuity of essen- 
tial land and water development by the present construction agencies.” 

There are several points covered by Senate Resolution 281 with which, I feel 
quite sure, NRA will wholeheartedly agree. The most significant one of these is 
to be found in section 3, “That the number of Federal agencies, offices, and organi- 
zations having to do with the planning and review of projects for the conserva- 
tion and development of land and water resources should be reduced, rather than 
increased, and that technical and administrative routing and review procedures 
should be simplified and shortened in order to facilitate and to accelerate the 
submittal of reports to the Congress in support of requests for the authorization 
of projects.” 

MORE REVIEW AGENCIES PROPOSED 


We note from the summary of the Cabinet Committee report, January 17, 1956, 
that four additional Federal agencies or offices would be created to pass upon 
water-resource projects. These would include the following: 

(a) A Coordinator of Water Resources. 

(b) An independent Board of Review. 

(¢) Regional or River Basin Water Resources Committee. 
(d) A permanent Federal Interagency Committee. 

Each one of these, in my opinion, would constitute an additional hurdle or 
obstruction in the path of those who are sponsoring and attempting to get 
approval for a reclamation project. 

We doubt if the creation of these four additional agencies would eliminate 
any of the present agencies which are required to pass upon reclamation projects. 
We do not believe for one moment that the Bureau of the Budget has any inten- 
tion of relinquishing any of its responsibilities or power over the Federal water- 
resources program. In that respect, I think the remarks of Robert E. Merriam, 
assistant to the Director, Bureau of the Budget, before the National Rivers and 
Harbors Congress at its annual meeting in Washington, D. C., on May 11, this 
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vear, are very significant, and for that reason I quote from Mr. Merriam’s speech, 
as follows: 

“Actually, the development of budgetary recommendations starts long before 
he time of budget submission. First comes the development of authorizing 
legislation. The Bureau of the Budget reviews agency proposals, coordinates 
agency views, and advises the committees of Congress as to relationship of 
proposed legislation to the President’s program. 

‘Executive Order 9384 spells out in some detail the procedures for submitting 
public-works project proposals for authorization by the Congress or for inclu 
sion in the annual budget. Under this order, agencies of the executive branch 
which are authorized to plan, undertake, or aid in public-works and improvement 
projects prepare and keep up to date long-range programs of such projects. 
These advance programs are submitted to the Bureau of the Budget annually 
Before flood-control, river-and-harbor, or irrigation projects are submitted for 
authorization to the Congress, a report relating to these projects must be sub 
mitted to the Bureau for advice as to its rleationship to the program of the Presi- 
dent. When such report is thereafter submitted to the Congress, it will include 
, statement of the advice received from the Bureau. 

“Thus, the Bureau of the Budget reviews public-works projects at two stages 
before their construction is undertaken—first at the authorization stage and 
again at the time the project is proposed for inclusion in the President’s annual 
budget. 

“In its operation relating to public works, the Bureau works closely with the 
public-works planning unit of the White House in the coordination of public- 
works planning.” 

There has never been any indication that I have been able to detect that the 
Bureau of the Budget intends to relinquish any of its powers or responsibilities, 
and certainly there is nothing in Mr. Merriam’s remarks to indicate such an inten 
tion on the part of the Bureau of the Budget. 


CRITERIA SHOULD BE PRESCRIBED BY CONGRESS 


{nother point covered by Senate Resolution 281 with which I most surely agree 
is to be found in section 4 to the effect that reports to the Congress should include 
evaluations made in accordance with criteria prescribed by the congressional com 
nittees. Most assuredly, we do not believe that budget circulars and administra 
tive orders should be issued setting forth criteria, standards, and procedures, 
and given the full effect and force of law without ever having been submitted to 
the Congress. In that respect, I would like to call to your attention the follow 
ing, which is a quotation from the NRA Committee report and comments on the 
report of the Hoover Commission. 

“The association stands upon the principle that the Congress must have the 
primary responsibility in the authorization of projects. The Bureau of the 
Budget should not be able to defeat appropriations for authorized projects nor 
should it, by delay in reporting upon proposed authorizations, prevent consider- 
ation of new projects by Congress. The association opposes the conferment 

ipoh or assumption by any executive officer or Bureau of a veto power over 
proposed or authorized projects.” 


SUMMARY 


In summarizing, may I repeat: 

(a) There should be less and not more Federal agencies to review and pass 
upon reclamation projects. 

(b) Congress and not the administrative agencies should determine the 
policy, criteria, standards, and procedures for the determination of the feasibility 
of reclamation projects. 

(c) And to again quote from our NRA Water Policy Committee Report, “we 
regret an obvious penchant to relegate Congress to a subordinate position in the 
iuthorization of reclamation.” 


Mr. Wetsn. And I do have several comments I would like to make, 
Mr. Chairman. 

My name is William E. Welsh. I am secretary-manager of the 
National Reclamation Association. 
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One of the things that concerns me most is the fact that Budget 
Circular A-47 and A~47 Revised, as well as the report of the Presi- 
dent’s Cabinet Committee, are in many instances being given the full 
effect and force of law, even though they have not been brought before 
the Congress for consideration. 

As an illustration, I would refer you to the testimony of the Assistant 
Secretary of Agriculture before the House Agriculture Committee 
when the Poage bill was before that committee for hearings. 

A417 has been of tremendous concern to our association ever since it 

was first issued, and included in my statement is the motion which was 
adopted by our board of directors just a few months after the first 
A-47 was issued. And in response to that, a letter, which I directed to 
the Director of the Bureau of the Budget, indicating our concern and 
our objection to some of the things contained in A-47, together with 
a reply from Mr. Dodge, who was Director of the Bureau of the 
sudget at that time. Also included in that statement is an excerpt 
from the speech of the President of our Association, in which he 
pointed out the objection to A-47 at our annual meeting in Reno, 
Ney., in 1953. Also a copy of the resolution which our association 
has adopted each year for the past 3 years, protesting A-47 and asking 
that it be modified. 

With respect to the Cabinet Committee report, we are especially 
concerned, because we note that it would set up four additional agen- 
cies which would pass upon and review projects before they reach 
the Congress, including the coordinator of water resources, an inde- 
pendent board of review, regional or river basin water resource com- 
mittees, and a permanent Federal agency committee. 

We agree with the provision in Senate Resolution 281 to the effect 
that the number of agencies required to pass upon projects should be 
reduced rather than increased. Our association, as you know, Mr. 
Chairman, represents a membership which comes from the extreme 
western part of the United States. And when people come down here, 
sponsors of projects, to appear before the various Federal agencies, 
they come a distance of from 1,500 to 3,000 miles, at a great deal of 
expense. A great deal of time is required. 

We do not believe that we should add additional agencies to those 
already existing before whom these people must appear. We believe 
rather that the number of agencies should be reduced rather than 
increased. 

I do not believe that the creation of these additional agencies will 
mean the elimination of any of the present agencies, particularly the 
Bureau of the Budget. In my opinion, they have no intention of 
relinquishing any of the power and control that it now exercises over 
the passing upon these projects. 

As an illustration, I have quoted in my statement at the bottom 
of page 7 and on page 8 three paragraphs from a speech delivered by 
Mr. Robert E. Merriam, assistant to the Director of the Bureau of 
the Budget, dealing with this particular subject. There is surely 
nothing in his speech that would indicate that the Bureau of the 
Budget intends to relinquish any of the jurisdiction which it now has 
over the review and approval of the entire water resource program, 
including not only the appropriations but the authorization and the 
legislation affecting authorization of the projects. 
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With respect to the provision which Mr. McCall referred to in the 
Cabinet Committee report, on the last page of that report, that par- 
ticular point was of a great deal of concern to us when we were first 
promoting the small projects legislation. And the first bill to come 
before us had this same provision in it. We objected then, because 
we said it would be extremely difficult to require that the sponsor of 
a small project should go to a private source to obtain the money to 
build the power feature ‘of a small project, and then go to the Govern- 
ment for the additional money for the project, because it would 
be difficult to say who was going to have security backing the loan 
that they would make. And we think that provision on the last page 
of that report would be an extreme handicap. 

We agree wholeheartedly with the principle set forth in 281, as I 
stated a minute ago, and as outlined on page 9 of my statement, to 
the effect that there should be less and not more Federal agencies to 
review and pass upon reclamation projects; that Congress and not 
the administrative agencies should determine the policy, criteria, 
standards, and procedures for the determination of the feasibility of 
reclamation projects; and to again quote from our NRA Water Policy 
Committee report— 

We regret an obvious penchant to relegate Congress to a subordinate position in 
the authorization of reclamation. 

And in that respect, Mr. Chairman, we had a special committee of 
17 members, one from each of the 17 Western States, which studied 
and reported upon the Hoover Commission report. And the report of 
our committee was approved at our last annual meeting in Lincoln, 
Nebr. It covers many of the points that are covered by the Cabinet 
Committee report. We have a number of copies of that available. 1 
do not know that it is necessary or may be desirable to have it inserted 
in the record, but we do have plenty of copies that may be made 
available for the committee. 

Senator Murray. You may submit them to us, and we will be very 
glad to have them. 

I thank you, Mr. Welsh. 

Chairman Murray. We will recess now until 10 o’clock Monday 
morning; Mr. Merriam will be here at that time. 

(Whereupon, at 12:30 p. m., the hearing was recessed, to reconvene 
at 10 a. m., Monday, July 9, 1956.) 
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MONDAY, JULY 9, 1956 


UNITED STATES SENATE, 
CoMMITTEE ON IN'reRIOR AND INSULAR AFFAIRS AND 
CoMMITTEE ON Pusiic Works, 
Washington, DC. 

The committees met at 10:15 a. m., pursuant to recess, in room 224, 
Senate Office Building, Hon. James KE. Murray, chairman of the Com- 
mittee on Interior and Insular Affairs, presiding. 

Present: Senators James E. Murray, Montana; Alan Bible, Nevada; 
W. Kerr Scott, North Carolina; Henry Dworshak, Idaho; Thomas 
H. Kuchel, California; and Barry Goldwater, Arizona. 

Senators Robert S. Kerr, Oklahoma; Robert Humphries, Ken- 
tucky ; and Norris Cotton, New Hampshire. 

Chairman Murray. If it is satisfactory, I will proceed now with 
the hearing. We expect Senator Kerr to be here in a few minutes. 

This morning we are resuming joint hearings on Senate Resolution 
No. 281. This resolution deals with problems and procedures, and the 
relationship between the legislative and executive departments in 
connection with Budget Circular A-47 and the President’s Water 
Policy Committee report. 

Hearings were held Friday last in cooperation with the Senate 
Committee on Public Works. We hope to conclude the hearings to- 
day so that the two committees to which the resolution was referred 
may give prompt consideration to it. 

I have a letter from Senator Young, of North Dakota, and from 
the North Dakota Water Conservation Commission endorsing the 
resolution, which I will ask to have inserted in the record at this 
point. 

(The letter referred to follows :) 

UNITED STATES SENATE, 
COM MITTEE ON AGRICULTURE AND FORESTRY, 
July 9, 1956. 
Hon. JAMES E. Murray, 


Chairman, Interior and Insular Affairs Committee, 
United States Senate, Washington, D.C. 

Dear JIM: Enclosed is a letter which Mr. Milo W. Hoisveen, secretary, chief 
engineer, and State engineer of the North Dakota State Water Conservation Com- 
mission, has addressed to you. Mr. Hoisveen has requested that I present this 
letter to you for inclusion in the hearings concerning Senate Resolution 281. 

I would also like to express my support of this resolution. I concur whole- 
heartedly in the statements made by Mr. Hoisveen. 

With warmest personal regards, 

Sincerely yours, 
MILTON R,. YounG 
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Nortu Daxkora STATE WATER CONSERVATION COMMISSION, 
Bismarck, N. Dak., July 8, 1956. 
Hon. JAMES E. MurRRAy, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear SENATOR Murray: Gov. Norman Brunsdale, as chairman of North Dakota 
State Water Conservation Commission, has directed that you be advised of the 
commission’s support of Senate Resolution 281, sponsored by yourself, Senators 
Anderson, Chavez, and Kerr. 

Significant progress in the State’s water resources development has been made 
during the past 10 years. Such accomplishment is only the beginning of a 
comprehensive statewide program which will extend over the next 50 years. 

This start, however, was made possible under the long-established national 
policy of substantial Federal participation in cost sharing where such project 
costs were beyond the means and ability of local and regional interests. 

Bureau of the Budget Circular No. A—47, issued December 31, 1952, its proposed 
revision November 29, 1954, and the recommendations of the Presidential Ad- 
visory Committee on Water Resources Policy, January 17, 1956, would impose 
rigid criteria and new far-reaching cost-sharing policies. These would make it 
extremely difficult, if not impossible, for North Dakota to obtain authorization 
of future water projects. 

Moreover, their provisions appear to be ambiguous, conflicting, and contrary 
to the constitutional rights of citizens to petition and deal direct with Congress. 

Especially repugnant is the proposal for the creation of a Board of Review and 
Coordinator for Water Resources in the Executive Office of the President. 

Establishment of such office would add new barriers between the executive 
departments and Congress. These would have to be overcome before project 
proposals could reach congressional committees. Such procedure appears unnec- 
essary and not warranted by the record of Congress over the past century in 
the field of water and land resources legislation. 

Your forthright statement that “The number of agencies dealing with water 
resources should be reduced rather than increased” best answers the proposal 
to create additional boards. 

This commission favors the approval of Senate Resolution 281. 

Sincerely yours, 
MiLo W. HorsveEen, 
Secretary and Chief Engineer, State Engineers. 


Chairman Murray. The first witness this morning will be Mr. 


Robert E. Merriam, assistant to the Director of the Bureau of the 
Budget. Mr. Merriam. 


STATEMENT OF ROBERT E. MERRIAM, ASSISTANT TO THE DIREC- 
TOR OF THE BUREAU OF THE BUDGET, ACCOMPANIED BY CARL 
H. SCHWARTZ, CHIEF, RESOURCES AND CIVIL WORKS DIVI- 
SION, BUREAU OF THE BUDGET 


Mr. Merriam. Mr. Chairman and gntlemen of the committee, I 
have with me Mr. Carl Schwartz, who is Chief of the Resources and 
Civil Works Division of the Bureau of the Budget. 

Chairman Murray. We are glad to have him here. 

Mr. Merriam. I would like, if I might, Mr. Chairman, rather than 
to give you an additional prepared statement, to perhaps give you the 
highlights of the letter which we addressed to the committee on this 
subject, which I think expresses quite fully our thoughts on the entire 
matter. 

Chairman Murray. That will be satisfactory. 

Mr. Merriam. Basically, of course, Mr. Chairman and gentlemen, 
in view of the nature of the resolution, the Bureau of the Budget 
would not feel that it is appropriate to make a recommendation with 
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regard to action on it, because it is a matter for Senate policy and 
entirely within the responsibility of the Senate. So that what com- 
ments I make are intended toe xple un pe rtinent facts and circumstances 
which might have some bearing in your consideration of Senate 
Resolution 281. 

This resolution appears to be directed at project reports submitted 
to the Congress in support of the request for authorization of water 
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e " resources projects. The resolution consists of a series of statements 
R 7 of policy, as you all know, which would represent. an expression of 
1 ¢ the views of the Senate on general matters of water policy and would 
t affect the actions to be taken by the substantive committees of the 

’ Senate which have legisaltive responsibility for the various Federal 
i ; programs. It goes without saying that the Senate can at any time 
; : adopt as a guide expressions of policy regarding water resources pro- 


grams. On the other hand, the submission of a project report to the 
1 ; Congress as a basis for legislative authorization is a recommenda- 


tion by an agency of the executive branch of the Government made in 


. i response to a statutory requirement as to procedures to be followed. 

a In the interest of orderly operation of the executive branch, the Bureau 
3 of the Budget, under Executive Order No. 9384, has since 1945 con- 

4 ducted a review of project reports on behalf of the President. This 

: q procedure is designed to assure that submission of a project report 

a to the Congress. either is consistent with the programs and policies 
‘ of the President or informs the Congress of any objections or other 
4 views the President may have regarding the project. 

: 4 The preamble of Senate Resolution 281 refers to the issuance by 
z the Bureau of the Budget, on December 31, 1952, of Budget Circular 
i No, A-47, setting forth standards and procedures for the review of 
4 proposed Federal water and related land resources programs and 


q projects. 

The preamble also refers to a draft revision of Circular A-47, 
circulated for review and comment to the interested Federal agencies 
on Novembr 29, 1954. The original Budget Circular A-47 was issued 
by the previous administration, and the circular has been under review 
by this administration. No decisions have yet been made with regard 
to issuance of a revised Circular A-47, but we recognize the need for 
standards and criteria to guide the executive departments and agencies 
in preparing recommendations on water resources projects. The 


‘ matters dealt with in Circular A-47 are related to the comprehensive 
3 review of water policy which was undertaken, at the President’s direc- 
4 tion, by his Advisory Committee on Water Resources Policy. The 
, recommendations of the Advisory Committee have been commended 


, by the President for the consideration of the Congress in the Presi- 
’ dent’s letter of January 17, 1956. 

While specific legislative proposals to implement the recommenda- 
tions of the Presidential Advisor y Committee have not yet been sent to 
the Congress, consideration is being given to such legislative proposals. 
At the same time, of course, consideration is being given to the possi- 
bility of implementing those aspects of the Water Policy Report 
which lie wholly within the administrative responsibilities of the 
executive branch. Revision of Budget Cireular A-47, therefore, has 
been deferred pending determination as to which aspects of the Water 
Policy Report will require legislation for implementation. 
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I would like to note and emphasize that the use of such general 
standards by the executive branch in the review of project reports does 
not determine the recommendations of the operating agencies to the 
Congress regarding authorization of projects and does not change any 
of the requirements of existing law. As stated in paragraph 4 of cir- 
cular A-47—and I would like to quote one sentence: 

The standards and procedures set forth in this circular shall not be regarded as 
authorizing any deviation from general or specific requirements of law. 

Actions taken by the Executive Office of the President under Cir- 
cular A-47, therefore, represent presentation of information and rec- 
ommendations to the Congress. ‘The Congress, of course, in its action 
on legislation makes the final decisions on authorization of projects. 

In the body of the proposed Senate resolution, section 1, states that 
it is the sense of the Senate that the wise and orderly use of the land 
and water resources of the Nation requires the exercise by the Federal 
Government of its constitutional powers to encourage and to partici- 
pate in the development of such resources for all purposes, and that— 
the continued nullification by the executive agencies of this fundamental and 
long-established national policy would constitute a usurpation of the legislative 
power. 

The Bureau of the Budget agrees that the basic importance of the 
water resources of the Nation requires the continued participation 
by the Federal Government in the development of these valuable 
resources. This administration has consistently made provision in its 
annual budget recommendations for the initiation of construction of 
an additional number of new projects. Further, the Bureau is not 
aware of any instances in which the executive agencies of the Govern- 
ment have in any sense nullified or attempted to nullify the funda- 
mental and long-established policies regarding the development of 
water resources. 

Section 2 states that, in order to realize the most efficient and opti- 
mum development of land and water resources, such developments 
should be planned and undertaken on a comprehensive basis. The 
Bureau of the Budget is in complete agreement with the objective of 
this section. The administration’s endorsement of the upper Colorado 
River storage project clearly indicates its strong support of sound, 
comprehensive river-basin development. In addition, there have 
recently been transmitted to the Congress, by direction of the Presi- 
dent, the comprehensive reports on the New England-New York 
region and the Arkansas-White-Red River Basins. These reports are 
desirable steps toward comprehensive river-basin planning in line with 
the sense of section 2 of the resolution. 

Section 3 resolves that the number of Federal agencies, offices, and 
organizations having to do with the planning and review of land and 
water resources projects should be reduced, rather than increased, and 
that technical and administrative routing and review procedures 
should be simplified and shortened in order to facilitate and accelerate 
the transmittal of reports to the Congress in support of requests for 
the authorization of projects. 

The Bureau of the Budget has long been concerned with the need 
to simplify and improve the organization of the executive branch for 
the planning and review of natural resources programs and projects. 
From our studies and from the investigations of other groups, such as 
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the first and second Hoover Commissions and the Presidential Ad- 
visory Committee on Water Resources Policy, to mention only the most 
recent of these studies, it would appear that the desired improvements 
to promote consistency and coordination among the Federal and State 
agencies involved can be achieved in either of two w: ays: (1) Consoh- 
dating departments and agencies in the field of resource development ; 

or (2) accepting multiple-agency administration but providing addi- 
tional special organizational arrangements. After giving careful con- 
sideration to the problems involved, the Presidential Advisory Com- 
mittee on Water Resources Policy recommended the latter approach. 

Section 4 of the resolution expresses the principle that reports to 
the Congress for authorization of projects should be evaluated in 
accordance with criteria prescribed by the appropriate congressional 
committees and should fully disclose the details and results of all 
studies and analyses regarding the economic evaluation, costs, and 
financial arrangements for proposed projects. Project repoiis are 
designed for this specific purpose and constitute a procedural step 
prescribed i in law as a step precedent to legislative authorization of 
the project by the Congress. As such the report and accompanying 
views represent recommendations to the Congress either for favorable 
or unfavorable action. In the former case they should be consistent 
with the programs and policies < the President. In the latter case 
they should clearly state the reasons for the adverse views of the 
executive department. In either case the Bureau of the Budget con- 
ducts its review work in such a way as to assure full disclosure of all 
pertinent information regarding the economic evaluation and finan- 
cial aspects of proposed project dev elopments. 

Section 5 of the resolution before this joint committee states that the 
preservation of the constitutional principle of the separation of powers 
requires that any departure by the executive agency from the tradi- 
tional policies, standards, and procedures growing out of the settled 
administration of the large body of organic law governing the con- 
servation and dev elopment of the land and water resources of the 
Nation be effected only after full examination and consideration by the 
Congress. Again, I think it goes without saying that the Bureau 
of the Budget agrees. 

Each water-resource project report requires specific action by the 
Congress, unless the project can be administratively authorized under 
general provisions of existing law. Under these circumstances, the 
Bureau of the Budget believes that the conservation and development 
of land and water resources are being effected after full examination 
and consideration by the Congress. “At the same time, it should be 
recognized that, in the complex field of water-resources development, 
changes in basic legislation will be required from time to time to 
accommodate Federal programs to the economic growth and changing 
needs of the Nation. While the separation of powers set forth in the 
Constitution places on Congress the responsibility of enacting such 
legislation, it also places responsibility on the Executive to recommend 
measures for the consideration of the Congress. These may involve 
recommended changes in basic legislation and the administration 
thereof. 

Those, Mr. Chairman, I believe, are our general comments on Senate 
Resolution 281. We naturally appreciate the opportunity to present 






64 CONSERVATION AND DEVELOPMENT OF WATER RESOURCES 


these comments, and I would be glad to answer any questions that 
you or members of the committee may have. 

Chairman Murray. Thank you, Mr. Merriam. 

I am glad to have Senator Kerr here this morning, who is very much 
interested in this hearing. 

Mr. Merriam, will you please give us the lineup of the present, re- 
viewing process for water resource projects, beginning with General 
Bragdon at the White House, down through the Bureau of the budget, 
the Interagency Committees, and the Departments? 

Mr. Merriam. You are talking, are you, Mr. Chairman, about re- 
view of specific project reports ? 

Chairman Murray. Yes; the resource projects that come before the 
Congress. 

Mr. Merriam. Under the present setup ? 

Chairman Murray. Yes. 

Mr. Merriam. Well, No. 1, under the present setup, General Brag- 
don’s unit on long-range public works planning has no direct relation- 
ship to this review process, so that as far as the Executive Office of the 
President is concerned the only review is that which is given by the 
Bureau of the Budget, and that comes about after the presentation of 
project reports to us by the various interested agencies in their re- 
spective fields of responsibility. 

Chairman Murray. I understand in the budget letter of June 22 it 
is stated that: 

While specific legislative proposals to implement the recommendations of the 
Presidential Advisory Committee have not yet been sent to the Congress consid- 
eration is being given to such legislative proposals. 

Isthat true? Will you comment on that ? 

Mr. Merriam. Yes, sir. I think the statement indicates the current 
status of our review of the Advisory Committee report. We feel that 
the recommendations made therein are, as obviously your resolution 
implies, of very great importance. And it has therefore been the view 
of all of the people in the Executive Office, as well as within the agen- 
cies, that although the Advisory Committee report represented the 
results of very detailed analyses, before specific legislation is suggested 
there ought to be a thorough look at all of the implications involved 
in any particular proposals. 

Then, too, I must say, Mr. Chairman, in all candor, that we dlis- 
covered ourselves in this position: that as far as organizational mat- 
ters are concerned, which is where the President’s Advisory Commit- 
tee thought it ought to start in its analysis of legislative proposals, we 
are faced with a situation, in which the chairman of the two per- 
tinent committees of the Senate, at least through their sponsoring of 
the resolution now before this joint committee, have already indicated 
opposition to, as I understand it, at least 2 of the 3 specific organiza- 
tional proposals that would require legislation, namely, that of a co- 
ordinator and a board of review. 

Now, the fact that opposition has been indicated of course is not a 
reason for not submitting legislative proposals, but it did seem to us 
it was a clear indication of what possible results there might be if 
those organizational proposals were submitted. 

So when all those facts were taken into consideration, we felt that 


ie should move carefully and after due deliberation upon all of these 
actors. 
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Chairman Murray. What departments or agencies are giving at- 
tention to such legislative proposals ¢ 

Mr. Merriam. All of the interested departments, Mr. Chairman. 

Chairman Murray. All of the interested departments / 

Mr. Merriam. Yes, sir. 

Chairman Murray. Would you name them, please ¢ 

Mr. Merriam. It would include, of primary interest, of course, 
Interior, Agriculture, the Army through its civil functions branelh, 
the Department of Justice, which of course has an interest in matters 
of this sort, and to a limited extent the HEW, which has some aux- 
iliary interest, particularly in the water pollution field. 

Chairman Murray. After 6 months, attorneys somewhere must have 
formed some judgments on what particular aspects of the water-policy 
report require legislation for implementation. If so, will you de- 
scribe them, please ? 

Mr. Merriam. Yes, I think I would like to emphasize again that it 
was the feeling of the Advisory Committee, which has been con- 
tinued since the report was filed with the President, that the first 
area to consider in terms of legislative implementation should be in 
the organization field, and it is there that primary attention has been 
concentrated. 

Chairman Murray. It is further stated in the budget letter of 
June 22: 

At the same time, of course, consideration is being given to the possibility of 
implementing those aspects of the water policy report which lie wholly within 
the administrative responsibiliites of the executive branch. 

Will you comment on that? What progresss has been made in this 
“consideration” ¢ 

Mr. Merriam. Of course, Mr. Chairman, first of all, the In- 
teragency Committee has been established and has been in operation 
for some time, and, this being a committee of the executive branch 
agencies, quite clearly that falls within executive branch determina- 
tion. And that committee has been meeting periodically to consider 
some of the many problems arising in this w hole field. 

Secondly, the whole question of basic data was discussed at some 
length in the report of the Water Resources Advisory Committee, and 
I do not think I am talking out of school if I indicate to you that in 
our preliminary considerations of budgets for the next fiscal year, 
1958, we are beginning to analyze and take into account recommenda- 
tions that the Advisory Committee made in the field of data and are 
analyzing the budget requests of the various departments with the 
thought in mind of carrying out the suggestion that basic data be 
strengthened and increased. 

In addition you have a number of other recommendations in the 
Advisory Committee report which require Executive action, and there 
is a group, a subcommittee I guess you might call it, of the Advisory 
Committee, which has been examining those proposals, 

May I say that we are quite aware of the fact, if there be any doubt, 
and I gather there is, in your minds, that some of the pr oposals of 
the water resource report, in addition to those organizational sug- 
gestions, would require legislation if they are to be implemented. And 
this second subcommittee of the Advisory Committee is analyzing 
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only those phases which legitimately could be implemented by Execu- 
tive iction. 

Chairman Murray. Will you describe the steps which are now in- 
valved in the administrative and technical review of projects, begin- 
ning with the field level of the operating agency, and until the point 
that the authorization is recommended to Congress. 

Mr. Merrtam. You would like the detailed steps there ? 

Chairman Murray. Yes. 

Mr. Merrtam. If I may, I would like to have Mr. Schwartz, who is 
the oflicer directly in charge of this review, give you that. 

Mr. Scuwartz. The reports of course are prepared by the agency in 
the field, sent in to Washington, circulated by Washington to the 
States and other interested Federal agencies for comment. They are 
allowed 90 days in which to submit their comments, at the end of 
which time they are sent to the Bureau of the Budget for review. We 
try to review them as quickly as we can for transmittal to the Congress 
by the agency. Those are the principal points of the review. 

Chairman Murray. Would not the organizational recommendations 
of the President’s Water Resources Polic y Committee add even more 
layers to the review steps that you have described ? 

Mr. Merrtam. Well, Mr. Chairman, I do not believe that neces- 
sarily follows: In the first place, contrary to some of the statements 
which have been made before this joint committee, it is not proposed 
that the coordinator and the Board of Review simply be imposed on 
top of the existing structure. Quite clearly, if the Congress were to 
enact legislation authorizing a coordinator and a board of review, 
the function of the Bureau of the Budget in project review would 
be considerably altered. Naturally, there are financial and budget tary 
implications of every project, whether in a field of this kind or in 
any other field, and we would still have to consider those aspects of 
the project reports. But as to the detailed review which we now give to 
the feasibility and desirability of projects based on these reports, that 
would be conducted by the coordinator rather than by the Bureau 
of the Budget; so that you do not have just a layering, but you have 
in large measure a substitution of one agency or office for another. 

Chairman Murray. I notice that in the Budget letter of June 22 it 
is stated that you have— 

* * * long been concerned with the need to simplify and improve the organiza- 
tion of the executive branch for the planning and review of natural resources 
programs and projects. 

You then identify two alternatives and say that the Presidential 
Advisory Committee recommended the second, which is— 
accepting multiple-agency administration but providing additional special or- 
ganizational arrangements. 

Does the Bureau of the Budget endorse this alternative, in pref- 
erence to the first one? 

Mr. Merriam. That is correct, Mr. Chairman. And I think the 
reasons have to be stated in history. 

As far back as 1924, there was a Joint Congressional and Presidential 
Committee on problems of reorganization in the field of water re- 
sources. President Hoover in 1932 submitted a reorganization plan 
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suggesting coordination of all of the water-resources agencies into one 
department. In 1937, President Roosevelt’s Committee on Adminis- 
trative Management suggested that the Corps of Engineers be consoli- 
dated with the Department of the Interior into a department which 
would handle all water-resource developments. The first Hoover 
Commission made a similar recommendation. Various committees of 
Congress from time to time have suggested this. And when we 
analyzed all of these historical facts and recommendations for a con- 
solidation of the water-resources agencies into one department, it 
seemed quite clear to us—when I say “us” I am now talking about the 
entire executive branch—that the possibility of getting congressional 
approval, aside for the moment from the desirability one way or the 
other, of a single water-resource agency or department, was practically 
nil. And it was therefore thought that the second alternative was the 
more practical one to follow. 

But if we are to meet what is I think in part the sense of this resolu- 
tion itself, of simplifying the procedures—if you accept the fact that 
you are going to have multiple agencies—then to make those operations 
of the multiple agencies jell together, and to have uniform standards 
and criteria to the extent that the law allows, it is our feeling that you 
have got to have some means of coordinating those activities. And 
from that came our recommendation. 

Chairman Murray. I am sure Senator Kerr will wish to ask some 
questions. 

Senator Kerr? 

Senator Kerr. Thank you, Mr. Chairman. 

Mr. Merriam, I wish you would just explain briefly, so that one who 
has a great desire to understand and limited facilities with which to 
gratify that desire could get a fairly clear picture of it, the meaning of 
section 9 of A-47. 

Mr. Merrtam. You are talking now, Senator, about the A-47 which 
is actually in effect ? 

Senator Kerr. Of 1952, yes. 

Mr. Merrtam. Your ominous and inaccurate introduction to your 
purported lack of knowledge in this field sets me a little aback, Senator, 
because I know of your gr eat interest and underst: nding of the field. 
But let me just disregard your professions of ignorance and 

examine—— 

Senator Kerr. I would hope that you would give an explanation 
of it, assuming, if not recognizing, the accuracy of my statement. 

Mr. Merrtam. I will be glad to do the best I can, Senator. 

You are talking about this section which describes the question of 
methods of arriving at evaluation of costs. 


The evaluation prepared in accordance with paragraph 7 shall include an 
estimate of the total construction costs and the total operation and maintenance 
costs ef the program or project, whether such costs are incurred by the Federal 
Government, State and local governments, or private interests. 

Senator Kerr. I did not want you to read it. Let me ask you a 
question and see how far off base my understanding of it is. His- 
torically projects have been authorized by the Congress, which might 
include some phases or elements provided the total economic benefits 
of all exceeded the economic cost of all. The way I understand section 
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% is that it would require that each phase of a multiple purpose 
project, or of a program of several projects, must have enough 
economic benefits to equal or exceed the cost of that particular phase 
or part, in order to receive budget approval. 

Mr. Merriam. You are talking now simply about the multiple- 
purpose projects for the moment ? 

Senator Kerr. No. I am talking about not only multiple-purpose 
projects, but a program of several projects. 

Mr. Merriam. You are talking now about a river-basin program ? 

Senator Kerr. It could be a basin program. It could be a water- 
shed program. It could be a main reservoir, with some auxiliary 
reservoirs. 

Mr. Merriam. Well, I think you have to make the distinction. That 
is why I asked my question, Senator. Because obviously you have to 
arrive at some point where you say, “This is the area or unit you are 
going to consider in making your cost-benefit analysis.” It could 
be a single project. It could be an area. It could be a river basin. 
It could be a series of projects which link together. But I think I 
would like to confine my remarks for the moment to the question of a 
project, of a single project. 

Senator Kerr. All right. 

Mr. Merriam. And in that, let me say two things. First of all, 
A-47 is designed as a means of developing information and having 
it presented in a uniform way. In the circular itself and in various 
explanations which have been made of the circular, it has been made 
clear, I hope, though perhaps not clear enough, that these criteria, 
as indicated, are not the final criteria upon which a particular proj- 
ect is evaluated, They are a guide. They are a means of providing 
a uniform method for the agencies to present their project reports. 
But I think it should be well understood that there may be other 
factors than those specifically indicated in Circular A-47, which 
would be considered in a determination as to whether the program 
was recommended or not. 

Senator Kerr. There was some reason for putting section 9 in. 

Mr. Merriam. That is correct. 

Senator Kerr. Now, just state briefly for the record the change the 
budget has in mind in carrying it out as compared to the formula 
prior thereto. 

Mr. Merriam. You are talking about the formula prior to the 
existing circular? 

Senator Kerr. Prior to the issuance of A-47. 

Mr. Merriam. I would like to have Mr. Schwartz, who has been 
here for some time, answer that. I cannot speak to what happened 
prior to that time. 

Senator Kerr. All right. There is nobody abler to speak to any 
subject to which he will address himself. 

Mr. Scuwartz. Thank you, Senator. 

A~47 really put into a budget circular things that the Bureau of the 
Budget had considered for a good many years as costs that ought to be 
looked into in connection with our review of project reports. It did 
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represent really a codification of what we had been doing. And sec- 
tion 9 was intended to identify the kinds of costs that ought to be 
identified in the report, so that we could take that into account in our 
onalysis. 

Now, even though each partic ‘ular purpose is appraised on its own, 
the cireular does make provision for other ben« fits being taken into 
account. And I quote this paragraph: 

The evaluation shall also include an appraisal of the general benefits which will 

accrue through such effects as safeguarding life and public health, stabilizing 
national and regional food and raw materials production, and oe di- 
rectly to the improvement of technically underdeveloped areas within the Nation’s 
boundaries. 
So that after you have taken all the costs of a particular pur pose into 
aecount and all of the benefits, there are other consi jade ations that 
might enter into your determination as to whether you report favorably 
or unfavorably on a project. It is merely a guide to the analysis. 

Senator Kerr. I wonder if you would give the committee examples 
of budget reports on projects in which “appraisal’—what did you say 
there about the welfare ? 

Mr. Scuwartrz. Appraisal of the general benefits which will accrue 
through such effects as safeguarding life and public health, stabilizing 
national and regional food and raw materials production, and con- 
tributing directly to the improvement of technically underdeveloped 
areas W ithin the Nation’s boundaries. 

Senator Kerr. Yes: in which that element has been taken into con- 
sideration, and in which the amount of those benefits is shown, and 
in which it can be discernible that there is a part of the economic bene- 
fits recognized attributable to that principle. 

Mr. Scrwarz. Well, I would say, Senator, that in part, the admin- 
istration’s endorsement of the upper Colorado took that into account. 

Senator Kerr. Would you put into the record that part of the budget 
report which indicated that? Or that part of the analysis of the 
Department recommending the authorization listed, the percentage of 
the total benefits attributable to that ? 

Mr. Scuwartz. Well, I don’t think it was a mathematical approach, 
Senator. I think the President, in giving his endorsement to the 
upper Colorado, pointed out the importance of that project from the 
standpoint of the development of the West. 

Senator Kerr. Is that part of the formula merely a delineation of 
what the Chief Executive will have in his mind among other things 
in either giving or refusing his appraisal or approval? Or is it some- 
thing concrete which even Members of Congress could recognize when 
they see it? 

Mr. Scuwarrz. It is not something that lends itself to a mathe- 
matical approach. 

Senator Kerr. In the final analysis, the mathematical approach is 
the one taken by the departments and the budget in either approving 
or disapproving these programs; is it not? 

Mr. Merriam. I think what we are trying to say, Senator, is that as 
far as developing the basic raw material, yes. But in terms of the 
President’s ultimate decision and the executive branch transmittal 
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of a recommendation to Congress, which after all is all that it is, you 
cannot have a complete mathematical formula if you take into consid- 
eration these various factors. 

Senator Kerr. In order to have approval of the project, it has to 
be shown that it has better than 1-to-1 cost-to-benefit ratio? 

Mr. Merriam. That is right. 

Senator Kerr. What I am trying to find out is this: If that element 
is a part of the economic benefits, “who besides the President can put 
it down into that total of in excess of one in reaching the required 
amount of economic benefits in comparison to the economic cost, to have 
it show that it is an approvable project ? 

Mr. Scuwartrz. Senator, as a practical matter, I know of no project 
that has been submitted to the Bureau of the Budget for many years 
with a favorable recommendation by the agency, where the primary 
and secondary or indirect benefits have not exceeded unity. 

Senator Kerr. Do you know of any that the President has given 
his approval to, wherein, without that part of A-47 he could not have 
approved it, or would not have, but when he took it into account he 
could have, or did ¢ 

Mr. Scuwartz. No. 

Senator Kerr. You cannot? 

Mr. Scuwarrz. No; I cannot. 

Mr. Merriam. I think there, Senator, the question is one of priori- 
ties and which projects are going to go ahead first, and the Exec utive 
makes his recommendation to the Congress with those thoughts in 
mind. And it is at this point that some judgmental factors enters 
in, as to what the priorities may be. 

Now, the congressional judgmental factor may be and oftentimes is 
completely different. But it is the feeling of the executive branch that 
Congress should have the benefit of our thinking. And that, of course, 
is the reason for the project report transmittal, which is prescribed 
by law, and it is the reason, in the second field, for the President’s 
budgetary recommendations. 

Senator Kerr. Now let us go to section 12 of the proposed revised 
A-47. As I read that, it says: 

Until standards for measuring secondary benefits are shown, the benefit-cost 
analysis shall be based on primary benefits alone. 

Mr. Merriam. Section 12, Senator, is talking about the relationship 
of the program or project to local, regional, and national needs. 


Senator Kerr. I am talking about section 12. Do you have that?- 


Mr. Merriam. Yes. I am not following you, because I think it is 
another section that talks about the primary benefits. 

Mr. Scuwartz. We do not have the same section. 

Mr. Merriam. Section 12 is the relationship of the program and 
project to local, sectional, and national needs. It is section 13, Senator. 
That is the benefit-cost analysis. Is that the one you are referring to? 

That is really section 14, Senator, the last paragraph of section 14. 
Do you have the text there ? 

Senator Kerr. I believe I do. 

Mr. Merriam. The last section, section 14, is the one you are 
referring to. 
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Senator Kerr (reading) : 


Until standards and procedures for measuring secondary benefits are established 
by amendment of this circular, the benefit-cost analysis of any program or 
project shall be based upon primary benefits. 

Mr. Merriam. Yes, sir. 

Senator Kerr. If I understand that, that would mean that so far 
as the budget is concerned, in basing its approval of the proposed 
project, it will give no effect whatever to any consideration except 
primary benefits, as outlined in this circular. 

Mr. Merriam. In terms of developing the primary benefit-cost 
analysis, that is correct; yes. 

Senator Kerr. I am talking about in terms of approving or dis- 
approving a project, so far as the budget is concerned. 

Mr. Merriam. I think you have to read on: 


3ecause all benefit estimates are to be made from a national viewpoint, sec- 
ondary benefits may not be included in a benefit-cost analysis if similar benefits 
would accrue from alternative uses of the resources to be invested in the program 
or project for which the analysis is being made. 

Senator Kerr. What I am trying to do is to get into my mind and 
into this record what that means and whether or not I am right in 
interpreting it to mean that insofar as budget approval of a proposed 
yroject is concerned, it will be given only if the so-called primary 
fekaiied justify it in that ratio of cost to benefits. 

Mr. Scuwarrz. Senator, I do not think we have ever looked at it 
on that restrictive a basis. 

Senator Kerr. I am talking about this language. 

Mr. ScHwarrz. No; this language is not quite that restrictive. It 
says that primary consideration will be given to— 

‘Senator Kerr. No; it says consider ‘ation will be given to primary 
benefits. 

Mr. Scuwarrz. The last part of that paragraph. 

Senator Kerr. Which one? 

Mr. Scuwarrz. The same paragraph we are talking about. 

Despite the importance of effects which are local or regional rather than 
national in character, such effects shall not be considered as part of the benefit- 
cost analysis ; rather, these effects shall be fully evaluated as part of the analysis 
of the relation of the project to sound local and regional economic development 
which is to be made in accordance with the criteria set forth in paragraphs 
9 (c) and 12 above. 

In other words, it does not rule it out. 

Senator Kerr. Does that not say that despite the importance of 
effects which are local or regional rather than national in character, 
such effects shall not be considered as part of the benefit-cost analysis? 

Mr. Scuwarrz. But the important part of it is later, Senator, after 
that semicolon. 
rather, these effects shall be fully evaluated as part of the analysis of the rela- 
tion of the project to sound local and regional economic development which is 


to be made in accordance with the criteria set forth in paragraphs 9 (c) and 12 
above. 


Senator Kerr. Are not paragraphs 9 (c) and 12, above, the ones 
which set forth primary and secondary benefits ? 
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Mr. Merrtam. No; they are not, Senator. Paragraph 9 sets forth 
criteria to be set forth in review of proposed programs and projects, and 
9 (c) specifically indicates that the extent to which the program or 
projec t aids the sound economic development of the locality or region in 
which it is located and contributes to the meeting of national needs 
is to be included in those criteria. And 12 is the one that we were 
talking about a moment ago, the relationship of the program or proj- 
ect to local, regional, and national needs. 

Senator Kerr. As I interpret that, instead of reducing the hurdles 
the project has to make, that increases the hurdles. It not only, as I 
understand it, says that a project will not be approved unless the 
primary benefits equal the economic cost, but in addition to that it 
will be judged on the basis of its relative evaluation when looking at 
the whole national picture. 

Mr. Merrtam. Well, first of all, Senator, just so that the record may 
be straight, the revision of Circular A-47 which we are now referring 
to is a document which was transmitted to the various agencies by 
this administration for their comments and their suggestions. And 
at the time we sent the circular around, the then Director of the Bu- 
reau of the Budget made this point, which if I may I would like to 
read, from a letter of November 29, 1954, signed by Rowland Hughes, 
Director. And I quote: 

It should be clearly understood that this draft circular does not represent the 
final decisions of the Bureau of the Budget or of the President. The final pro- 
visions of the circular will take into account not only the comments of the 
agencies but also the decisions reached by the President on the recommendations 
of the Cabinet Committee of Water Resources Policy. Consideration will also 
he given to the recommendations of the Committee on the Organization of the 
Executive Branch of the Government. 

Senator Kerr. It represents something, does it not? 

Mr. Merriam. It represents a staff analysis. 

Senator Kerr. My experience has been that the departments we 
have around here are very fine, and they are very rugged, and they 
are very individualistic, but they are also very responsive to presi- 
dential suggestions. 

Mr. Merriam. Well, my point is that this is not a presidential sug- 
gestion. This is a draft circular, which under ordinary circum- 
stanc es, Senator—— 

Senator Kerr. Whose suggestion was it? 

Mr. Merrtam. It was submitted by the Director of the Bureau of 
the Budget to the various agencies for their comment and evaluation. 

Senator Kerr. It was not something where he says, “We are out- 
lining something we want you to disapprove, ” was it? 

Mr. Merxiaa. No. Of course not. And it represented some tenta- 
tive thinking on the subject. But it was not a final conclusion. 

Senator Kerr. Would you not think, in view of the fact that it 
received the dignity of a communication from the Bureau of the 
Budget to the executive "Assionelila, that it was something more 
than a suggestion ? 

Mr. Merriam. Well, when you say “something more than a sug- 
gestion,” I can only say this: It has not been put into effect. The 
President has not approved the circular. I don’t know when or if 
it will be approved. 
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Senator Kerr. Has the action of the Budget with reference to re- 
sponse from the Congress as to attitude on projects reflected the ele- 
ments of that revision ¢ 

Mr. Merriam. I am not sure I followed you on that. You mean: 
Are these suggestions those which came from congressional sources? 

Senator Kerr. No, sir. I mean, when one of these committees 
writes the Budget a letter and asks for your attitude, does not that 
attitude to a certain degree, or more or less, on that individual proj 
ect, reflect the principles in that proposed revision ¢ 

Mr. Merriam. Not necessarily. There may be cases in which we 
call to the attention matters involved in a project which would be 
similar to those here. But actually the revised A—47 is not in effect 
and is not the official criteria by which projects are reviewed. 

Senator Kerr. Well, suppose you show me where it is in A-47 
that the so-called primary benefits are outlined and specified. 

Mr. Merriam. You are talking now about the proposal / 

Senator Kerr. No: I am talking about the existing. 

Mr. Merriam. Section 8 discusses the benefits to be included in 
evaluation. And the next to last paragraph of section 8 reads as 
follows: 


The evaluation prepared in accordance with paragraph 7 shal! also— 


Senator Kerr. Waitaminute. Let me find that. 
All right. 
Mr. Merriam (reading) : 


The evaluation prepared in accordance with paragraph 7 shall also include 
an estimate of any secondary benefits which the program or project will pro- 
vide. The evaluation shall include a separate showing of total primary and 
total secondary benefits. Until standards and procedures for measuring sec- 
ondary benefits are approved by the Bureau of the Budget, the evaluation shall 
be based mainly upon primary benefits. 


Senator Kerr. Now, there is a statement similar to the one that we 
were reading in section 14; is there not ? 

Mr. Merriam. Yes, sir, that is similar in many respects. 

Senator Kerr. That says, if I understand it: 


Until standards and procedures for measuring secondary benefits are estab- 
lished by amendment of this circular, the benefit-cost analysis of any program or 
project shall be based upon primary benefits. 


And over in section 14, the last paragraph, the last part thereof: 


Despite the importance of effects which are local or regional rather than 
national in character, such effects shall not be considered as part of the benefit- 
cost analysis ; rather, these effects shall be fully evaluated as part of the analysis 
of the relation of the project to sound local and regional economic development 
which is to be made in accordance with the criteria set forth in paragraphs 9 (c) 
and 12 above. 


And further: 


Because all benefit estimates are to be made from a national viewpoint, 
secondary benefits may not be included in a benefit-cost analysis if similar benefits 
would accrue from alternative uses of the resources to be invested in the program 
or project for which the analysis is being made. 


And further: 


Until standards and procedures for measuring secondary benefits are estab- 
lished by amendment of this circular, the benefit-cost analysis of any program 
or project shall be based upon primary benefits. 
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Now, have those amendments or any amendments to this circular 
been put into effect ? 

Mr. Merriam. You mean the December 31, 1952, circular ? 

Senator Kerr. Yes. 

Mr. Merriam. No. That is the one which is still in effect. 

Senator Kerr. If that is true, your ees or disapproval is still 


based upon the evaluation of the primary benefits. 

Mr. Merriam. We give a separate showing, as the wording indi- 
cates, of total primary and total secondary benefits. And on every 
reclamation project, for example, Senator, that has been reviewed by 
the Bureau of the Budget since the issuance of Circular A-47, you 
will find a separate identification there of the primary and the sec- 
ondary benefits. 

Senator Kerr. But as far as the communication saying “this is in 
accordance with the program of the President” or “this is not in 
accordance with the President’s program,” that is based upon your 
evaluation of the primary benefits alone? 

Mr. Merriam. rWell.} With the qualification which we have given 
earlier, in terms of what the broader effects might be. 

Senator Kerr. Is the answer to my question, “Yes” or “No”? 

Mr. Merriam. It cannot be “Yes” or “No,” Senator, because as we 
have indicated, we have to take into account a great many factors, and 
not just mathematical ones involved here. 

Senator Kerr. Will you put in examples where the approval of the 
budget has been given to a project, where the primary benefits, so- 
called, alone, did not justify it? 

Mr. Merriam. Well, if there are such, yes. 

Mr. Scuwartz. There are a number. For example, week before 
last, the Farwell unit, Missouri River Basin. As I recall, the primary 
benefits were about 0.6. 

Senator Kerr. What was this? 

Mr. Scuwartz. This was the Farwell unit of the Missouri Basin 
sent up here about 2 weeks ago. 

Senator Kerr. What is the Farwell unit? 

Mr. Scuwartz. It is a unit in the Missouri Basin, a reclamation 
project. 

Senator Kerr. Is it a separate project, or an additional part of an 
existing project? 

Mr. Scuwarrtz. It is a separate project. It will be authorized sepa- 
rately by the Congress as a part of the Missouri Basin. And the 
primary benefits were about 0.6, as I recall, and the secondary bene- 
fits brought it up to about 1.23. 

Senator Kerr. What is that ? 

Mr. Scrwartz. The secondary benefits raised it above unity. 

Senator Kerr. Well, will you put into the record a tabulation of 
those projects which the budget has approved, where the primary 
benefits alone were insufficient to reach the 1-to-1 ratio? 

Mr. Scuwartz. How far back would you want to go on that, Sena- 
tor? This session of Congress? 

Senator Kerr. The 83d and 84th Congresses. 

(The material referred to follows:) — 
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Project reports cleared by Bureau of the Budget with ratios of primary benefits- 
to-costs less than 1 to 1 (838d and 84th Cong.) 


Benefit-cost ratios 
(50 year analysis) 


| — 





Date Report 

Total (in- 

Primary cluding 

or direct | secondary 

benefits) 

Jan. 15, 1953 North Fork Kings River, Calif-_- 10.94 | 11.7 

Mar. 18, 1954 | Re sports on participating projects, Colorado River stor: age project: 
| Central Utah ‘ ; ‘ 82 1.15 
| Emery County. . 78 1.24 
| Florida _ - i ; . 85 1. 34 
La Barge-_-_-. Bid oR ae. .97 1. 94 
Lyman. ....- . 63 88 
Paonia ; ; 82 1.44 
| BeeGSRAANO. 6 6ioi -on0s-- 45556 sea ; .71 | 1. 30 
Silt project ohne ‘ ‘ 84 1. 58 
Smith Fork----- .79 | 1.12 
June 4,1954 | Haystack equalizing re servoir, North unit, Deschutes project, 

Oregon s : ; .97 2.6 
June 11,1954 | Talent division, Rogue River Basin project, Oregon_ - 79 | 1. 06 
Jan. 26,1956 | Ainsworth unit, Nebraska, Missouri River Basin project_---- 87 | 2.16 
July 2,1956 | Farwell unit, Nebraska, Missouri River Basin project . 53 1. 46 


1 100-year analysis. Ratios would be lower under a 50-year analysis. 


Senator Kerr. Now, just for a moment, Mr. Chairman, I would like 
to go to section 22 of the existing circular. 

Mr. Merriam. There is none, “Senator Kerr. 

Mr. Mourz (John L. Mutz, staff director, Senate Public Works Com- 
mittee). That is the flood-control section, dealing with local partici- 
pation in flood-control projects. 

Mr. Merriam. That is section 17, I guess. 

Senator Kerr. Now, what I am going to refer to in this is the re- 
quirement for local participation in the flood-control costs of a project. 

Mr. Merrram. Yes, sir. 

Senator Kerr. Would you state for the record the difference in that 
principle as between A-—47 and the preceding policy of the Budget 
Bureau, or the policy prior to A-47? 

Mr. Merriam. I want to ask Mr. Schwartz, Senator, on that. 

Mr. Scuwarrz. I know of nothing prior to that, that is not provided 
in paragrepe 17. 

Senator Kerr. Would you state for the record the elements of the 
formula now used by the Bureau of the Budget with reference to re- 
quiring local participation in the flood- control cost of the project? 

Mr. Scuwartz. In case of a reservoir project, no contribution is re- 
quired, as you well know, on corps projects. And the Bureau of the 
Budget in ‘clearing reservoir projects has not insisted that there be a 
local contribution. 

In connection with local flood prevention projects, levees and that 
sort of thing, the practice prior to A-47 and the practice followed 
now “rights- of-way, easements, operation, and maintenance, 
are required to be assumed by the local people. They were before 
A-47, They arenow. They are reflected in the action that the Bureau 
of the Budget is curr ently ‘taking on corps projects. 

Senator Kerr. What is the number of the law now in effect with 
reference to watershed projects in the development of agriculture? 
Mr. Merrram. 566. 
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Senator Kerr. Do the provisions of that law have the approval of 
the Budget ? 

Mr. Merriam. It is the law, and therefore it is that which guides us. 

Senator Kerr. I mean prior to its enactment. Did it not have the 
approval of the Budget when enacted ¢ 

Mr. Merriam. Yes, sir. 

Senator Kerr. Does it require local participation in the purely 
local costs of flood-retardation projects ? 

Mr. Merriam. I guess one would answer that “Yes.” It requires 
= al participation in the land and easements for the structures, and 

n operation ‘and maintenance, and more. 

Senator Kerr. And more ‘ 

Mr. Merriam. That is correct. That is the law. 

Senator Kerr. With reference to the Poage bill, now before the 
Public Works Committee of the Senate, has not the Budget Bureau 
expressed its opposition to that bill, because it eliminates the require- 
ment for local participation in the purely flood-control costs of a 
project ? 

Mr. Merriam. Yes; that is one of the reasons. 

Senator Kerr. That was specified in it; was it not? 

Mr. Merriam. Yes, sir; I believe it was. 

Senator Kerr. Well, is that not in conflict with the statement just 
made by Mr. Schwartz? 

Mr. Merriam. Senator, we are guided by the law. If you are talk- 
ing about our review of actual project reports—— 

Senator Kerr. No; I am talking about your attitude on the Poage 
bill. 

Mr. Merriam. When it comes to our opinions, that has nothing to 
do with project reports. It has to do with general legislation. And 
we have certain views which we express on legislation, which I think 
reflects our position on general matters. But it has nothing to do 
with our review of project reports where the law specifies otherwise. 

May I just say, on this general point, Senator, because I think it is 
important for this committee’s consideration, that probably the chief 
reason for A-47, present, revised, or any other such thing, is simply 
to provide for the executive branch some guidance and some pro- 
cedures in filling in the many gaps that exist in the law today. There 
is nothing in A-47, which controverts the law, and in facet, quite to 
the contrary, it specifically states that nothing in A-47 is to in any 
way controvert any existing law. It should not, and it could not, and 
of course we would not. 

Senator Kerr. Well, I am not taking the position that it could not 
controvert existing law. I am just making it clear that in my jud 
ment it expresses “the will of the Budget to make it more difficult 
to secure authorizations of projects in the future than it has been in 
the past, and trying to get into this record some of the elements that 
the Budget has injected into it as being part of the criteria that they 
will employ in determining their attitude with reference to proposed 
legislation or proposed projects. 

Mr. Merrtam. Well, that is a matter of interpretation. 

Senator Kerr. And surely there is no need for me to document that, 
isthere? That that is the Budget’s attitude, the attitude of the Bureau 
of the Budget? 
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Mr. Merriam. On the question of the Poage bill ! 

Senator Kerr. I mean generally speaking, and as directly applied 
to the Poage bill. 

Mr. Merriam. I think our attitude is simply this. And again ] 
must remind you that Circular A-47 was issued in a previous admin- 
istration. 

Senator Kerr. That does not make it any sweeter or more tolerable. 

Mr. Merriam. I was suggesting neither 

Senator Kerr. Nor does it lighten the burden that would rest 
upon the shoulders of Congress if the suggested amendments were put 
into effect. 

Mr. Merriam. It is merely a statement of fact, but I think it is a 
statement of fact which should be clearly understood. 

Senator Kerr. Surely. 

Mr. Merriam. The problem is, and our position is, that it is the 
responsibility of the Executive, in submitting our analyses of project 
reports to the Congress, to give the Members some guides by which 
they can make their an: alysis. Now, I think it is quite clear to all of 
us, Senator, that if the Congress wants to ignore all of these sug- 
gestions, recommendations, and facts, it can do so, and obviously w ill 
doso. And that decision, once made, should be the law of the land. 

Senator Kerr. Well, it can do so, only, though, by overriding the 
recommendations of the Budget and being able to override the veto 
if the veto is administered to it in accordance with the position of the 
Budget. 

Mr. Merriam. Sure, but you and I do not want to get into a long 
discussion of the relat ionship of the executive to the legislative. 

Senator Kerr. What do you think this hearing is about ? 

Mr. Merriam. Maybe you are right. 

Senator Kerr. If that ‘subject is sacred and cannot be discussed, 
had better adjourn the hearing. 

Mr. Merriam. I was thinking of it more in terms of a philosophical 
discussion. I think, in all seriousness, we ought to make clear the fact 
that whatever the executive submits to the Congress is only by way 
of recommendation. While it is true that if there be a recommendation 
which is negative, the Congress would have to take an action which is 
contrary thereto and therefore run the theoretical risk of a veto, never- 
theless, this is not something new to the history of our form of gov- 
ernment. 

Senator Kerr. You understand I am not quarreling with the right 
of the Bureau of the Budget to take any position it wants to. I am just 
trying to get into this record what it is. 

Mr. Merriam. Surely. 

Senator Kerr. If I understand A-47—and I want to tell you that 
[ have made a sincere effort to understand it—as it now exists it not 
only places, or if implemented would place, additional burdens on 
local interests insofar as participating in the cost of flood-contro] 
projects is concerned, but if the proposed revision were put into effect 
the requirements for local participation would be even greater than 
those suggested in the document now in effect. 

Mr. Merriam. Yes; that is correct. 

Senator Kerr. From which I deduce that the Budget Bureau takes 
the view that the historic attitude of the Congress, to the effect that 
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flood control is a matter of general interest and general welfare which 
for many years having been regarded as a Federal responsibility 
would if these purported revisions went into effect, have to be 
changed so that in future it would be a matter in which local interests 
would be required to assume a much greater burden than heretofore 
placed upon other beneficiaries of flood-control projects. 

Mr. Merrtam. Only to to the exent Senator, that 

Senator Kerr. Well, is it to any extent? 

Mr. Merriam. Yes; it is to the extent that certain aspects of flood- 
control projects may have only local effect and are therefore in our 
opinion at least not national in ‘their intent or effect. 

Senator Kerr. Is it your opinion that any flood-control project 
could make a contribution to the national welfare if it benefited even 
a limited number of people ? 

Mr. Merriam. Well, again, of course, you have to define what the 
national welfare would be. Of course, any protection project which 
helps a community can be, if you trace it out far enough, of some bene- 
ficial effect to the entire country. There is no question about that Sena- 
tor. But somewhere a line has to be drawn. And I guess what is hap- 
pening here is that we would draw the line one place, and you another. 

But I want to again make it clear that the law on this subject leaves 
these varying impressions. And I might say that at one time, as I am 
sure you w ell know, the C orps of Engineers, for example, required a 
50- percent contr ibution on certain navigation projects. 

Senator Kerr. Now, when was that ? 

Mr. Merriam. I will have to get the date on that. It was not a 
recent date. 

Senator Kerr. Would you make a guesstimate ? 

Mr. Merriam. It was on certain projects prior to World War I. 

Senator Kerr. Where ? 

Mr. Merriam. Well, Houston, I believe, was one. And Portland, 
Oreg. These were harbor-dredging projects. 

Senator Kerr. Houston and Portland, Oreg. Where else? 

Mr. Merriam. Those are the two I have in mind. 

Senator Kerr. But with reference to the many billions of dollars 
that the Government has spent since the second law passed by the 
original Congress, which, if I am not mistaken, had to ab with assist- 
ing in the building of a canal for navigation, the Federal Government 
has assumed the responsibility of improving existing navigation 
facilities and adding to them. 

Mr. Merriam. Yes; with the exception of where there is a single 
user there would be a requirement of a 50-percent contribution by 
that single user. 

Senator Kerr. But those have been infinitestimally small in number. 

Mr. Merriam. In terms of the total program, yes. 

Senator Kerr. Now, we have just passed a highway bill providing 
the largest public works program in history and ‘the greatest expendi- 
ture of governmental] funds with reference to any project outside of 
war in our history. You cannot build roads without benefiting indi- 
viduals, can you? 

Mr. Merriam. Well, they certainly are of benefit, of course, to those 
who use the roads. 

Senator Kerr. Then they are of benefit to individuals. 

Mr. Merriam. That is correct. 
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Senator Kerr. Was there any thought on the part of the Bureau of 
the Budget that there should be individual local contribution in the 
cost of those roads ? 

Mr. Merriam. Well, to this extent, Senator: That those roads are 
going to be paid for, as we know, by taxes which are collected from 
the individual users. 

Senator Kerr. Well, are not flood-control projects paid for the 
same way ? 

Mr. Merriam. Not as directly ; no. 

Senator Kerr. How are they paid for ? 

Mr. Merriam. Out of general taxes. If you mean to that extent, yes. 

Senator Kerr. Are not the taxes to go for these roads more or less 
general ? 

Mr. Merriam. No. They are user taxes. I will grant you in this 
land of ours now it is almost general to have an automobile, but there 
are thousands of people who do not have. 

Senator Kerr. Would you give an indication of the degree to which 
it fails to be general ? 

Mr. Merriam. I think there is a very important distinction there 
as to the method of taxation. 

Senator Kerr. In other words, you think that there is enough iden- 
tification between those who pay the taxes and those who use the 
roads to differentiate that program from those who pay the taxes that 
provide flood-control projects and those who get the benefit of those 
flood-control projects ? 

Mr. Merriam. I believe so; yes. 

Senator Kerr. Well, I want to say to you that it was the purpose of 
the Congress in the flood-control appropriation bill just passed to 
provide one which was broad enough in coverage to where the people 
of all of the States would be the beneficiaries of some part or parts 
of that flood-control program, to where it would be sufficiently general 
in nature that everyone receiving the benefits would have a part in 
paying the cost. But had the Congress followed the budget in that 
flood-control appropriation bill, that would not have been the case, in 
my judgment. 

Mr. Merrtam. Well, may I only say on that, Senator 

Senator Kerr. You have the right to disagree, and I would be glad 
for you to put any disagreement to it in the record. 

Mr. Merriam. I would only like to say for the record that in our 
budget and supplementary budgetary estimates for fiscal 1957, the 
administration did recommend something in the neighborhood of I 
believe about a hundred new starts, just in the Corps of Engineers 
budget. 

Senator Kerr. Well, the Bureau of the Budget did not recommend 
any funds for fiscal 1957 for many projects that were provided con- 
struction funds by the Congress for fiscal 1956. Is that correct? 

Mr. Merrtam. Only one important one, Senator, about which you 
and I have talked before. I believe that is the only one. 

Senator Kerr. You mean that the Budget in its recommendations 
for 1957 recognized and made a recommendation for additional funds 
for every program provided for by the Congress in fiscal 1956, with 
one exception 4 
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Mr. Merriam. With the exception of one project, in terms of its 
various components. 

Senator Kerr. It is rather peculiar that the one project which the 
sudget refused to recommend funds for, although Congress has ex- 
pressed its will to build it, out of all those which Congress had so 
appropriated, happened to be in Oklahoma, was is not ? 

Mr. Merriam. It is unfortunate in terms of these hearings. 

Senator Kerr. Now that C ongress has again ap propriated money 
for those projec ts. what would be the attitude of the Budget for funds 
required for fiscal 1958 ¢ 

Mr. Merriam. Well, Senator, I think we made that clear to you in 
a meeting which you and I and some others had. 

Senator Kerr. I would love to have that in this record. 

Mr. Merriam. I have no hesitancy whatsoever. If the Congress 
chose to ignore the augment yon of the President, which it did, there 
would be no attempt made by the administration to stop the work on 
that project, or those projects. 

Senator Kerr. Now that Congress has again reaffirmed its declara- 
tion of policy that it wants to build those projects, can we go to bed 
at night and get. some chance to sleep without anions in fear that 
we will have to fight the Budget on it next year ? 

Mr. Merriam. I think so, Senator. Knowing of your great influence 
on this body, as it should be, and your legislative acumen, I think you 
will make certain there will be no problem. But we are not even going 
to raise the question, so you won’t have to worry about it. 

Senator Kerr. Thank you for that. And may I interpret that, now, 
as meaning that from here on out we will be together in our attitude 
on those projects ? 

Mr. Merriam. Well, I guess that is correct, Senator. Of course, I 
want to leave this one door open. If there be another national emer- 
gency or something such as the Korean incident, of course we might 
recommend that most if not all projects be halted. 

Senator Kerr. I can understand that. But there will be no differen- 
tiation by the Budget as to individual projects in a situation of that 
kind ? 

Mr. Merriam. No. That is correct. Of course, we both know that 
that is a long-range development which will cost over many years 
about a billion-some dollars, and it will take a number of years to 
complete that. 

Senator Kerr. Yes. But we in Oklahoma and Arkansas and that 
part of this blessed country of ours can now have the assurance that in 
the preparation of the budget for the Congress next year there will 
be recognition of and appropriations suggested for the continuation 
of those projects in line with others referred to by the Budget. 

Mr. Merriam. That is correct. Our recommendations usually are 
based upon what can economically be done in 1 year, taking into ac- 
count the construction problems, the supply limitations, et cetera. 

Senator Kerr. Mr. Chairman, I want to express my deep apprecia- 
tion to the gentlemen from the Budget. And I have a little amend- 
ment to the resolution that I would like to introduce for the considera- 
tion of the committee. 

I would also like permission, in view of the fact that I am com- 
pelled to go to the Finance Committee in connection with some mat- 
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ters pending there, to submit some additional questions to Mr. Merriam 
for answer and inclusion in the record. 

Chairman Murray. That may be done. 

(The amendment referred to appears at p. 83. The other material 
referred to appears in the appendix. ) 

Chairman Murray. And this is the amendment you wish to intro- 
duce? 

Senator Kerr. Yes, sir. 

(See p. 85.) 

Senator Kucner. Mr. Chairman, I have 2 or 3 questions I would 
like to ask Mr. Merriam. 

Chairman Murray. Seantor Kuchel. 

Senator Kucnen. Mr. Merriam, when did the present A—47 circular 
go into effect ¢ 

Senator Kerr. That was the dying spasm of the Truman admin- 
istration, Senator, which neither enhances its merit nor improves its 
aroma. 

I want to say that one of the great disappointments to me was 
that it was issued, and an even greater one was that it was so avidly 
embraced by the administration that succeeded Mr. Truman. 

Senator Kucuen. So that you have two bases for your woe, Bob. 

Senator Kerr. One basis for the woe; a dual attack for its origin 
and continuation and now suggested hardening. 

Senator Kucuen. I want to get into the suggested hardening. 

Senator Kerr. And I want to thank you for letting me get that out- 
burst into the record. 

Senator Kucue.. Is the Bureau contemplating, then, a revision of 
circular A-47 ? 

Mr. Merriam. It has been, yes, Senator Kuchel. On November 29, 
1954, there was circulated to the various interested executive depart- 
ments and agencies a suggested revision, with the qualification which 
I read into the record earlier, that this was for discussion only. And 
there still has not been a decision as to whether this or some other re- 
vision, if any, should be adopted. 

Senator Kucue.. Now, under the revision which became effective 
in December 1952, is it fair to say that the criteria and the cost allo- 
cations which the Bureau would make of given projects would result 
in a different determination of feasibility from what, prior to 1952, 
would have been the case ? 

Mr. Merriam. I will have to rely on Mr. Schwartz, who was here 
at that time, but as I understood from what he said, substantially, no. 

Mr. Scuwartz. What A-47 tried to do was provide a more uniform 
approach to the problem rather than have a variety of different formu- 
las used. It still gave discretion as to which particular formula to 
use, but nevertheless it was an attempt to move in that direction. 

‘Senator Kucuet. In the hearings of the subcommittee of the Senate 
Committee on Public Works respecting power rates of the South- 
western Power Administration, there were some comments on pages 
748, 749, and 750 with respect to the Central Valley project in Cali- 
fornia, and with specific reference to the Trinity River division of the 
Central Valley project, and a comment on the statistical allocations 
which were made to the various nonreimbursable and reimbursable 
items in House Document 53, 83d Congress, Ist session, as against a 
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supplemental report on the Trinity River division a year later, in 
July 1954. 

The comment goes on to say that there have been—this is my word— 
substantial changes in allocations to navigation, a change from 18 mil- 
lion down to 8 million, and in the allocation to flood control, where the 
change has been made from 63 million down to 44 million. The com- 
ment goes on to say that the government of my State, in commenting 
on the report, points out : 

Long-term contracts for sale of water and power made available by the initial 
project units have been entered into at rates based on previous allocations and 
allocation methods. 

My point is this, that if project water thus far has been sold per unit 
to contracts upon specified allocations in all features of the Central 
Valley project, to me it would be wrong and inequitable for changes 
in those allocations to be used as a basis for increasing the cost of proj- 
ect, water to new districts or new areas when the Trinity River divi- 
sion would be completed. 

I recognize, of course, the right of the Budget Bureau to change its 
cost analyses at any time. That is its complete right. But my ques- 
tion is: Is it not unfair to use a new basis of cost analysis in a project 
which is in being, but which conceivably may be extended ? 

Mr. Merriam. I will ask Mr. Schwartz to answer that. 

Mr. Scuwartz. Senator, it depends on how we define “project.” In 
the Bureau we have felt that each feature of the Central Valley is a 
project, and as time goes on there may be justification in changing our 
method of cost alloc ation, because otherwise we would define “project” 
on the basis of complete basin development, and you would freeze 
everything from here on out. 

Senator Kucuet. I think that certainly is relevant. On the other 
hand, I am inclined to think that that very fact may be a part of the 
reason which prompts the chairman of the committee to include in his 
resolution the language of section 4, where it goes on to say that— 
reports to Congress in support of requests for authorization of projects for the 
conservation and development of land and water resources should include 
evaluations made in accordance with criteria prescribed by congressional com- 
mittees having jurisdiction over the subject matter. * * * 

So that while it is perfectly proper for the Budget Bureau, by reason 
of whatever motivates it, to list its cost analysis as it desires, it is also 
perfectly proper, I am sure, for the appropriate committee to ask like- 
wise the cost analyses that would have been made had the original allo- 
cation formula been followed. And that would give the committee 
an opportunity to make that judgment. Do you not agree / 

Mr. Merriam. I think that is a very fair suggestion, Senator. The 
only reason for these reports, as I tried to emphasize earlier, is to give 
Congress the information on which it can base a decision. And that 
certainly is a relevant piece of information. There is no question 
about it. 

Senator Kucue.. And I want to say, Mr. Merriam, in my own 
dealing with you and your Bureau, I have always received the most 
complete cooperation. My thinking, however, is somewhat parochial, 
I suppose. We will have, if I am here next year, some considerations 
in which I will be interested with respect to the Central Valley 
project. And I would, of course, want the members of this committee, 
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in making decisions which will be required to be made, to have before 
them not only your own interpretations of cost analysis, under any 
rule that is laid down, but also that which would result from the 
prior rule when the Central Valley project was originally constructed. 

Mr. Merriam. That certainly is a reasonable request. 

Senator Kucnen.. And you see no fault with my thinking in that 
regard ¢ 

Mr. Merriam. No, not at all. 

Senator Kucuen. That is all I have, Mr. Chairman. 

Chairman Murray. Any other questions of this witness? Senator 
Dworshak ? : 

Senator Kerr proposes an amendment, which I will read into the 
record: 

Add the following new section : 

“Sec. 6. That the Committee on Interior and Insular Affairs and the Com- 
mittee on Public Works be, and they hereby are, directed jointly to study, in 
consultation with other appropriate committees and executive agencies, and 
to design and to formalize a comprehensive and particularized set of standards 
and overall criteria for the evaluation of all proposed projects for the conser- 
vation and development of land and water resources, including attention to the 
several specific factors recognized in section 4 of this resolution, all to the end 
that the Congress shall resume the exercise of its constitutional powers, as 
reflected throughout the text of this resolution. The Committee on Interior 
and Insular Affairs and the Committee on Public Works are hereby directed to 
submit to the Senate, as early as practicable during the first session of the 
lighty-fifth Congress, a detailed report with respect to their implementation 
of this section.” 


I might state at this time that Mr. Morris L. Cooke, who was Chair- 
man of the President’s Water Resource Policy Commission in 1950-51, 
is preparing a statement for these hearings on Senate Resolution 
281. It will be submitted during the present week. Without objection, 
Mr. Cooke’s statement will be included in the hearing record. 

(The material referred to follows :) 


PRESIDENT EISENHOWER’S WATER RESOURCES PoLicy REPORT 


Authored by Secretaries Benson, McKay, and Wilson; digested by 
Morris Llewelyn Cooke 


The Report on Water Resources Policy—drafted at President Bisenhower’s 
request by three members of his Cabinet—Secretaries Benson, McKay, and 
Wilson—fails utterly to grapple with what is to be done in the face of what the 
distinguished authors admit to be already a widely experienced shortage and a 
rapidly increasing demand for water. 

Defeat is all but spelled out in an opening sentence: “There is no national 
water problem.” And further, this sweeping denial of any overall unity in water 
problems over the Nation, repeated as it is over and over again, makes it easy 
to minimize Federal responsibility and especially Federal financial participation. 
Even in their infrequent references to the possibility of Federal leadership in 
water matters, the authors couch their language in such a fashion as to evidence 
a fear that even in being friendly Uncle Sam runs a chance of being hooked. 
The Federal Government is pictured as inspiring non-Federal and local activities 
but at all costs to avoid chipping in. 

Of course, it is obvious that in whittling down the national interest in the 
various aspects of the water problem, the authors had in mind to place the 
emphasis—the overemphasis—on the responsibility of non-Federal and local 
interests. Of course, if “there is no national water problem” and there is no 
place for Federal leadership and everything has to be left to non-Federal and 
local initiative, the water problem becomes insoluble. This is, of course, the’ 
antithesis of the attitude which has been taken by every Congress and every 
administration since and including the days of Theodore Roosevelt. For 50 
years water has been considered an all-important part of the Federal task. 
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A reviewer can at times cope with an occasional weasel word. But this report 
is so replete not only with weasel words but with weasel sentences and even 
weasel paragraphs that it is difficult at times to know what the guy who did the 
drafting had in mind. When he put these words together for the letter of trans- 
mittal, he doubtless had a thought, but it lies far below the surface. Quoting: 

“We firmly believe, however, that the recommendations made in this report, 
which endeavor to bring to a uniform basis the activities of the various Federal 
departments, avoid the undue intrusion of the Federal Government into this 
field, and give proper recognition to the responsibilities of all levels of our Goy- 
ernment, are fair and equitable and will be in the best interest of the Nation.” 
Or take this one: 

“No purpose or separate segment of this project should be developed beyond 
the point where the benefits added for the last increment are equal to the cost of 
its intrusion.” 

Multipurpose overall watershed development is now generally accepted by the 
experts interested in soil and water conservation as a fundamental concept. 
The whole basin must be studied as a single unit but with each aspect brought 
into the picture balanced with all the others—navigation, potable water supply, 
power, recreation, pollution and soil control, irrigation, drainage, and what have 
you. 

Early in the F. D. R. administration, through the good offices of Senator Norris 
and Congressman Rayburn and many others in and out of Congress, the TVA 
legislation was passed, making possible a multipurpose development of the whole 
valley of the Tennessee River, from ridge to ridge. During the succeeding 20 
years, this novel plan has been carried out so ably and successfully that TVA, 
at home and abroad, is looked upon as an ideal solution for what has heretofore 
been a baffling problem. Students and public administrators from all over the 
world have visited and studied TVA. At least 10 countries, including Mexico, 
India, and Colombia, are developing on great river systems installations modeled 
on TVA. 

In spite of the overwhelming success of TVA and its worldwide recognition as 
such, the authors of President Eisenhower’s Water Resources Policy Report did 
not even mention TVA nor was TVA listed as among the dozen or more Federal 
agencies who were consulted in drafting the report. Obviously this administra- 
tion does not approve of TVA. President Eisenhower, at one of his press con- 
ferences, referred to TVA as “creeping socialism.” And more recently, the 
White House constabulary inspired the now-defunct Dixon-Yates scheme to 
cripple TVA. Time marches on. One hesitates to record it, but at one place 
in the report (see pp. 3 and 4) the argument is advanced that any such river 
basin plan for water development is apt to prove disappointing because of the 
likelihood of population movement. 

Under the heading “Pollution Abatement and Control,” the committee with 
undisguised enthusiasm endorses what it calls the established policy of primary 
State responsibility for controlling water pollution at its source. There follows 
a timorous recommendation that in view of the seriousness of the problem, 
the importance of basinwide planning, and the interstate character of many 
polluted streams, the Federal Government give some technical assistance to 
States and municipalities and even to private concerns. The shortsighted char- 
acter of this recommendation is proven by the fact that the current Congress 
passed and the President signed with commendatory observations a bill making 
possible large Federal contributions toward building local pollution control 
works. 

All through the report this insistence on the importance of investigation and 
technical matters, as contrasted with action, crops up. Seven out of the 35 pages 
in the report are devoted to the collection and evaluation of data. The authors 
would even stop construction to gain more technical information. Note this 
gem: 

“Funds appropriated to construction agencies for specific projects should, where 
appropriate, be transferred to data collecting agencies to assure coordination 
and to accelerate the primary or core data program.” (See p. 9.) 

Notwithstanding the fact that this report was issued not long after the cat- 
astrophie floods in several Eastern States in 1955, there is not the slightest 
reference to floods—what is to be done to prevent or minimize them, or how the 
Federal responsibility can be avoided when interstate streams and watersheds 
are involved. As a matter of fact, the Federal authority had called the eastern 
Pennsylvania water situation free from hazard when a few weeks later, in one 
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night, seven important bridges over the Delaware, the boundary line between 
Pennsylvania on the west and New York and New Jersey on the east, were 
swept away. 

To further illustrate how undependable this report is as a guide to action, we 
find that throughout its thirty-five-some pages hydropower as a factor in water 
development and utilization is all but ignored. ‘This is based, of course, on 
the assumption that whenever power does enter the picture it should be as a 
private undertaking in which the Federal Government has no part. The ease 
with which the power inherent in falling water can be overlooked is illustrated 
by this quotation : 

“The problems involve particular needs and uses of water which vary from 
State to State and region to region. In one place the problem may be flood 
control; in another navigation; in another inadequate domestic supplies; in an- 
other inadequate agricultural supplies; and in still another stream pollution” 
(p. 2) and in two other comparable listings. 

The attitude seems to be “Hush, don’t wake the baby.” 

This whole report bears a striking resemblance both as to content and quality 
to the report which the Engineers Joint Council, through the cooperation of 
some 80 individual engineers under distinguished leadership, drafted for the 
guidance of President Truman’s Water Resources Policy Commission and to 
their 233-page critique issued after the Truman report was published. Presi 
dent Eisenhower might well have retained EJC to draft his policy statement. 
I must admit that he would have gotten a more workmanlike plan even with 
identical underlying philosophies. It may also be said that, while quite similar 
in its overall point of view to the Hoover Commission Report on Water Re 
sources and Power, the Eisenhower report actually goes even further than the 
Hoover Commission did. 

One all-important and clear-cut issue handled so differently by the Truman 
commission and by the Eisenhower committee—and the Hoover Commission 
illustrates the vastly different. philosophies underlying their respective attitudes 
toward water problems. The Truman group—a geographer, a biochemist, an 
agricultural economist, 2 engineers, and 2 economists—advocated in every ap- 
propriate situation financial statements based unequivocally on facts with 
nothing hidden. But in certain cases, contrary to the counsel of Engineers Joint 
Council and what appears to be the thought of the Eisenhower advisers, the 
seven Truman advisers advocated going a step beyond the relatively simple 
factors used by the banker responsible for the soundness of his loans. 

For we are building and maintaining a nation. Here the peace, progress, and 
happiness of individuals are the unavoidable considerations. In analyzing 
a certain type of regional situation, the Truman group advocated supplementing 
the carefully determined financial outlook with a factually based economic 
investigation. Failing to obtain this broadened view and acting on it, there 
may be nothing to retard the normal drift whereby relatively strong localities, 
regions, and States become even stronger while the less strong grow constantly 
weaker in such matters as education, health, agriculture, and industrial devel- 
opment and other factors affecting the good life and the national welfare. A 
balance in sectional economies—not necessarily uniformity, of course—is in 
the national interest. 

In his letter to the committee dated May 26, 1954, President Eisenhower 
requested a report not later than December 1, 1954. This provided a very short 
time in which to cope with as expansive a problem as water resources. The 
report was actually given to the President on December 22, 1955, and transmitted 
to Congress on January 17, 1956. 

It seems hardly likely that in view of the character of this report, the Con- 
gress will “give prompt attention to its proposals” as suggested by the President 
in his letter of transmittal. 


Chairman Murray. The next witness today will be Mr. James C. 
Bradley, Department of the Interior. 

Mr. Lineweaver (Goodrich W. Lineweaver, professional staff, Sen- 
ate Interior and Insular Affairs Committee). Mr. Chairman, Mr. Wil- 
liam J. Hull, chairman of the legislative committee of the Ohio Val- 
ley Improvement Association, has sent us a letter, in which he states 
that they have adopted a report of their legislative committee and 
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are now submitting it to their board of trustees with relation to Senate 
Resolution 281, and ask that it be submitted for the record when 
and if the trustees approve it. 

Chairman Mcurray. Very well. 

( The letter and statement referred to follow :) 


OHIO VALLEY IMPROVEMENT ASSOCIATION, 
Cincinnati, Ohio, July 6, 1956. 
Mr. G. W. LINEWEAVER, 
Senate Interior and Insular Affairs Committee, Washington, D.C. 


Dear Mr. LINEWEAVER: I advised Mrs. Gillette of your staff today that the 
Ohio Valley Improvement Association at a meeting of its board of trustees to 
be held on Monday, July 9, 1956, will probably adopt a report of its legislative 
committee with respect to the report of the Presidential Advisory Committee 
on Water Resources Policy. We believe that the OVIA legislative committee 
report, if adopted by the trustees, will be relevant to the consideration of Senate 
Resolution 281 now under consideration by the Senate Interior and Insular 
Affairs Committee. 

On behalf of the Ohio Valley Improvement Association, I, therefore, request 
leave to file as a part of the record of the hearings on Senate Resolution 281 copy 
of the report of our legislative committee above referred to, assuming the same 
is approved by the trustees of our association. 

Sincerely yours, 
WILLIAM J. HULL, 
Chairman, Legislative Committee. 


THE OHIO VALLEY IMPROVEMENT ASSOCIATION, 
Cincinnati, Ohio, July 10, 1956. 
In re Senate Resolution 281. 
Hon. JAMEs E. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Washington 25, D. C. 

Dear SENATOR: Pursuant to arrangements with Mr. Lineweaver of the staff 
of your committee, I am transmittting herewith my statement on behalf of the 
Ohio Valley Improvement Association in support of Senate Resolution 281 
together with a copy of the report of the legislative committee of the association 
concerning the report of the Presidential Advisory Committee on Water Re- 
sources Policy. 

This association is strongly opposed to the attempt of the executive branch 
of the Government to invade the constitutional powers of Congress in the field 
of water resources development as evidenced particularly, by circular No. A-47 
of the Bureau of the Budget, the proposed revision thereof, and the proposals 
and recommendations of the Presidential Advisory Committee on Water Re- 
sources Policy. 

We regret that we were unable to appear and present our views on these 
matters at the public hearings held by your committee on Senate Resolution 
281. Our inability to do so resulted from the fact that the meeting of our board 
of trustees to act upon the above-mentioned report of its legislative committee 
could not be held until July 9, 1956. On that date the board of trustees approved 
such report. 

We respectfully request that my enclosed statement and the accompanying 
copy of the legislative committee report be included in the record of the hearings 
of your committee on Senate Resolution 281. 

We desire to express to you our commendation of your splendid efforts on 
behalf of the development of the Nation’s natural resources, particularly in the 
field of land and water conservation and utilization, and on behalf of imple- 
mentation and maintenance of the constitutional powers of Congress in these 
vital spheres of activity. 

Very sincerely yours, 
Wiriram J. Hur, 
Chairman of the Legislative Committee. 
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STATEMENT OF Wittt1AM J. Hurt, CHAIRMAN oF THE LEGISLATIVE COMMITTEE OF 
OHIO VALLEY IMPROVEMENT ASSOCIATION, IN SupPORT OF SENATE RESOLUTION 281 


My name is William J. Hull. I reside at Ashland, Ky. I am chairman of the 
legislative committee on the Ohio Valley Improvement Association, The asso- 
ciation is a nonprofit corporation of the State of Ohio with offices in the Federal 
Reserve Bank Building, Cincinnati, Ohio. It is devoted to the development of 
water resources in the Ohio River Valley, particularly in the fields of navigation, 
flood control, and water supply, in the interest of general economic welfare. Its 
members are industries, tinancial institutions, chambers of commerce, civie 
bodies, shippers and carriers, and private citizens who support its work and 
program. 

The executive branch of the Federal Government has recently recommended 
proposals which would curtail Iederal activities in the field of water resources 
development at a time when rehabilitation, improvement, and expansion of the 
Nation's facilities for water supply, flood control, navigation, and other beneficial 
uses are urgently required. At the same time recent proposals of the executive 
branch would have the effect of hampering and restricting the effective exercise 
by the Congress of the United States of its constitutional powers in these fields 
of activity which are legislative in character. Such proposals include the 
revision of circular No. A-47 proposed by the Bureau of the Budget on Novem- 
ber 29, 1954, and the report of the Presidential Advisory Committee on Water 
Resources Policy presented to the Congress on January 16, 1956. 

In view of these restrictive proposals by the executive branch, the Ohio Valley 
Improvement Association deems it appropriate that the Congress reaffirm and 
implement its historic constitutional prerogatives in the field of conservation and 
development of land and water resources, in order to assure the development of 
such resources urgently required by expanding population and economic growth. 

Accordingly this association expresses its strong support of Senate Resolution 
281 and urges its adoption. 

On July 9, 1956, the board of trustees of the Ohio Valley Improvement Asso- 
ciation approved the report dated July 5, 1956, of its legislative committee on the 
report of the Presidential Advisory Committee on Water Resources Policy. A 
copy of the report of the legislative committee is attached to this statement and 
ineorporated herein by reference. Such report expresses the view that the report 
of the Presidential Advisory Committee should be subjected to detailed analysis 
and its proposals made the subject of public hearings before the Public Works 
Committees of both Houses of Congress, and its proposals rejected insofar as 
they would operate to (a) delay or handicap the development of the Nation’s 
water resources; (0b) limit or restrict the powers of Congress in the field of water 
resources; or (c) repudiate or conflict with the historic tolls-free waterways 
policy of the United States. 

The report of the legislative committee, approved by the trustees of the Ohio 
Valley Improvement Association, further recommends that to meet the growing 
water needs of the country and to provide for appropriate long-range development 
of our water resources, and to assure that initiative and effective authority shall 
remain in the Congress of the United States as the Constitution requires, the 
following steps be taken forthwith by the Congress : 

1. Adoption of legislation recognizing the Federal interest in water supply and 
providing for inclusion of storage for water supply and low-flow regulation in 
all multipurpose water-resources projects, with provision for equitable partici- 
pation in the allocated costs.of such water-supply facilities by direct, clearly 
identifiable beneficiaries where the benefits are limited to a small area such as a 
single community, having regard for the relationship of the particular project to 
other projects as a part of a comprehensive plan of regional or basinwide water- 
resource development. 

2. Establishment of a Joint Water Resources Committee of the Congress 
empowered— 

(a) to hold public hearings for the purpose of providing an opportunity 
for representatives of all sections of the country to present the problems of 
water resources in their respective areas ; 

(b) to determine the current needs of the Nation for water-resources 
projects ; 

(c) to assess the sufficiency of projects already authorized to meet current 
needs and to recommend to the Congress for prompt action those projects 
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(including those presently authorized) deemed essential to meet such 
needs ; and 

(d) to develop a long-range comprehensive program of water-resources 
development, defining the appropriate spheres of Federal and non-Federal 
activity and legislation implementing such program, and authorizing the 
appropriation of specified sums over a 10-year period for prosecution of the 
program. 

3. Reaffirmation of the historic free waterways policy of the United States. 


REPORT OF THE LEGISLATIVE COMMITTEE ON THE REPORT OF THE PRESIDENTIAL 
ADVISORY COMMITTEE ON WATER RESOURCES PoLicy JULY 5, 1956 


The report of the Presidential Advisory Committe on Water Resources Policy 
is one of numerous recent attempts to provide a framework of principles for 
organization, procedure, and policy in the development of water resources, 

In this report, primary emphasis is placed upon the need for increased coopera- 
tion and coordination among the various agencies involved and organizational 
matters. Considerable attention is given also to questions of evaluations and 
cost-sharing. No doubt some of the Committee’s proposals merit serious consid- 
eration. Improved data, long-range planning, and closer cooperation among the 
interested agencies are, of course, important to the long-range development of 
our water resources. 

Nor can there be any serious disagreement with the Committee’s statement of 
the objectives of sound water policy as follows: 

“A sound water policy must look toward an adequate supply of water for our 
people, prevent waste, reduce water pollution to its lowest practicable level, pro- 
vide means for the best and most effective distribution of water, improve naviga- 
tion, and take steps to ch ck the destructive forces of water which destroy land, 
property, and life. There are many different problems in different areas. 
It is neither parcticable nor desirable to have only Federal responsibility. There 
is no single national water problem” (p. xi). 

Further, we commend the Committee’s statement on page 5 of its report that— 

“The foregoing estimate indicate that the total demand for water in the Nation 
will almost double by 1975. While there is sufficient water to meet this tre- 
mendous need, it is obvious that, to do so successfully, there must be a substan- 
tial advance toward the ultimate goal of making beneficial use of every drop of 
water from the Continental Divide to the sea. This is too great a task for any 
one person or groups of persons or for any one level of government. It will 
require the continuing efforts of all levels of government and of the many private 
interests concerned. In fact, it would be no exaggeration to say each American 
citizen must bear some responsibility for the sound development of the Nation’s 
water supply.” 

And we concur in the committee’s statement at page 24 of its report as to the 
broad sweep of the public interest in water resources development and the 
importance of taking intangible benefits into account in the evaluation of projects. 

We are of the opinion, however, that the committee’s recommendations are 
gravely defective in the following fundamental respects: 

1. While the committee recognizes the growing need for measures to improve 
the Nation’s water supply, the report is devoid of any constructive proposal 
for meeting this problem. Indeed the committee’s only specific proposal relating 
to water supply is that “direct beneficiaries (users) should pay 100 percent of 
project costs allocated to * * * municipal and industrial water supply.” 

Thus the committee is recommending a continuation of present arrangements 
which already operate to handicap all constructive efforts to solve the problem. 
For present law imposes such requirements and it is a practical impossibility to 
determine either the identity or the appropriate charge against downstream bene- 
ficiaries of upstream water-storage facilities which furnish water supplies 
throughout a great river valley. The result is that adequate storage is simply 
not included in multipurpose projects and any low-flow regulation benefits are 
merely incidental to flood-control dams which are inadequate for water supply 
purposes. 

As Maj. Gen. 8. D. Sturgis, Jr., Chief of Engineers, stated in his address at 
the annual meeting of our association on October 3, 1955, “the most critical single 
future water resources problem facing the Nation is that of providing an 
assured adequate supply of water for future domestic, industrial, and other 
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needs.” It is obvious from the data available that underground water cannot 
supply this growing need. The problem is one of storage and distribution of 
surface water. The only effective means of providing such storage and distribu- 
tion facilities on an adequate scale is to include in all flood-control reservoirs, 
storage for water supply and low-flow regulation. In such cases reimbursement 
from local interests should be required in accordance with their ability to pay, 
where the benefits are limited to a small area such as a single community and the 
beneficiaries are clearly identifiable, but Congress should recognize the paramount 
public interest in, and the Federal responsibility for, low-flow regulation and 
should allocate the cost to the Federal Treasury, without reimbursement where 
the benefits are widely diffused. 

2. Application of the committee’s proposals for project evaluation and cost- 
sharing would gravely impede water resources development at a time when 
rehabilitation, improvement, and expansion of the Nation’s facilities for water 
supply, flood control, navigation, and other uses are urgently required. 

(a) Evaluation.—While the committee, as appears from the statement at page 
24 of its report, recognizes the broad scope of the benefits to be considered, yet 
in its statement concerning the application of these principles, serious restric- 
tions are imposed. Thus the committee states at page 27: 

“No purpose or separate segment of the project should be developed beyond 
the point where the benefits added for the last increment are equal to the cost 
of its inclusion. Each segment of the project should be more economical than 
any alternative means, public or private, available in the locality for accomplish- 
ing the given purpose that would be expected to develop in the absence of the 
project.” 

“* * * secondary benefits cannot be used to justify project costs in excess of 
costs of alternative sources of services.” 

These limitations are in conflict with the committee’s own principles as set 
forth at page 24 of its report. Moreover, they would unduly restrict the discre- 
tion of Congress which must be free to authorize water resources projects on 
broad considerations of national policy. It is appropriate of course for Congress 
to require information as to the benefit-cost ratios of separate segments or the 
comparative costs of alternative sources of services and to take such data into 
account. But such narrow arithmetical standards, particularly in view of the 
wide margins of error in making such estimates, should never be decisive of the 
issue as to whether a project should be constructed or as to the elements it should 
include. These suggested restrictions represent a confusion of legislative and 
administrative standards. They have no proper place in a statement of national 
water policy. 

(b) Cost-sharing.—The committee would extend the principle that identifiable 
beneficiaries should pay a share of the costs of water resources projects. This 
view is based on the assumption (stated as a fact) that “the major share of the 
benefits of these projects accrues to particular individuals” (p. 30). There can 
be no doubt that imposition of a larger share of the costs of water resources 
projects upon the so-called identifiable beneficiaries would discourage and handi- 
cap the development of our water resources. The problem of identifying the 
beneficiaries and allocating a fair share of costs to them is practically insoluble. 
The benefits of major water storage and flood-control reservoirs and of naviga- 
tion improvements are so widely diffused throughout the economy that they are 
quickly reflected in improvements to the general standards of living. They do 
not remain frozen in the hands of the first users or direct beneficiaries. How 
‘an the costs of such benefits be recovered except by general revenue measures? 
To impose such requirements of cost-sharing as the committee proposes would 
give rise to endless complications and disputes whose inevitable effect would be 
to obstruct development. 

Moreover, the principle itself is unsound. It is true, of course, that any par- 
ticular public improvement will tend to benefit some portion of the economy 
more than others, but where such improvements are soundly conceived under a 
long-range, comprehensive program, their aggregate effect is to benefit the entire 
economy. So long as such projects are equitably distributed in accordance with 
need and the opportunity to share in their benefits is assured to all on a non- 
discriminatory basis, then no question of improper subsidy arises. 

We express no objection to the requirements of existing law regarding reim- 
bursement in the fields of reclamation, flood protection, and navigation, but we 
consider any additional requirements for cost-sharing contrary to the public 
interest. We particularly oppose the suggestion of the committee that user 
charges be imposed against navigation on the waterways. Even the committee 
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recognizes that such charges should not be imposed without careful consideration 
of their relationship to national transportation policy. But this association 
stands unalterably opposed to waterway-user charges under any conditions as 
contrary to the historic free waterways policy of the United States. 

3. The core of the Committee’s plan lies in its recommendation of a Federal 
Coordinator of Water Resources and a Board of Review for Water Resources, 
both in the executive branch of the Government. The Coordinator is “to estab- 
lish principles, standards, and procedures for planning and development of water 
resources.” The Board of Review is to “analyze the engineering and economic 
feasibility of projects and report to the President through the Coordinator.” 
The Coordinator would also be invested with power to resolve disputed matters 
arising within the basin or regional water resources committees (recommended 
in the report) which would be given authority to determine the budget requests 
of the administrative agencies involved. Moreover, the Coordinator would not 
replace the Budget Bureau in this field. It would continue its present functions 
of fiscal review and legislative clearance. 

These mechanisms are clearly designed to increase the authority of the execu- 
tive branch in the field of water resources policy; to create additional barriers 
between the people and the Congress; and to limit and restrict the initiative 
and discretion of the Congress in the consideration of water resources projects. 
It would be difficult to conceive a device more neatly adapted to discourage and 
impede the development of our water resources. 

Already we have seen the consequences of an overextension of executive power 
in this field. Even though the barrier has occasionally been pierced, it is ex- 
tremely difficult to obtain congressional consideration of water resources projects 
which do not bear the imprimatur of the Budget Bureau. The committees, the 
czar, and the superboard proposed in the report, superadded to the Budget 
Bureau, would for all practical purposes cut off the channels of communication 
between the people and the Congress in this field and defeat the constitutional 
right of petition. This formidable bureaucratic clearance system would deter- 
mine which projects, if any, Congress could consider. Thus the development 
of the Nation’s water resources would be left very largely to the arbitrary deci- 
sions of appointed officials in the executive branch without adequate safeguards 
against hostility or prejudice. 

In the field of water resources development under our Constitution the responsi- 
bilities are legislative and Congress alone may discharge them. The Supreme 
Court has said: 

“It is for Congress alone to decide whether a particular project, by itself or as 
a part of a more comprehensive scheme, will have such a beneficial effect on the 
arteries of interstate commerce as to warrant it. That determination is legis- 
lative in character.” (Italic added.) (Oklahoma v. Atkinson 313 U. 8. 508, 
527 (1941).) 

This basic principle would be violated by adoption of the Committee’s recom- 
mendations. 

Accordingly, in our judgment the Report of the Presidential Advisory Com- 
mittee on Water Resources Policy should be subjected to detailed analysis and 
its proposals made the subject of public hearings before the Public Works Com- 
mittees of both Houses of the Congress. Its proposals should be rejected insofar 
as they would operate to (a) delay or handicap the development of the Nation’s 
water resources, (b) limit or restrict the powers of Congress in the field of water 
resources or (c) repudiate or conflict with the historic toll-free waterways policy 
of the United States. 

We recommend further that to meet the growing water needs of the country 
and to provide for appropriate long-range development of our water resources, 
and to assure that initiative and effective authority shall remain in the Congress 
of the United States as the Constitution requires, the following steps be taken 
forthwith by the Congress: 

1. Adoption of legislation recognizing the Federal interest in water supply and 
providing for inclusion of storage for water supply and low-flow regulation in 
all multipurpose water resources projects, with provision for equitable partici- 
pation in the allocated costs of such water supply facilities by direct, clearly 
identifiable beneficiaries where the benefits are limited to a small area such as a 
single community, having regard for the relationship of the particular project to 
other projects as a part of a comprehensive plan of regional or basinwide water 
resource development. 

2. Establishment of a Joint Water Resources Committee of the Congress em- 
powered— 
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(a) to hold public hearings for the purpose of providing an opportunity 
for representatives of all sections of the country to present the problems of 
water resources in their respective areas ; 

(b) to determine the current needs of the Nation for water resources 
projects ; 

(c) to assess the sufficiency of projects already authorized to meet cur- 
rent needs and to recommend to the Congress for prompt action those proj- 
ects (including those presently authorized) deemed essential to meet such 
needs ; and 

(d) to develop a long-range comprehensive program of water resources 
development, defining the appropriate spheres of Federal and non-Federal 
activity and legislation implementing such program, and authorizing the 
appropriation of specified sums over a 10-year period for prosecution of the 
program. 

8. Reaffirmation of the historic free waterways policy of the United States. 
Respectfully submitted. 
WILLIAM J. HULL, 
Chairman, Legislative Committee. 
Chairman Murray. Mr. Bradley. 


STATEMENT OF JAMES C. BRADLEY, ENGINEERING ASSISTANT, 
OFFICE OF THE ASSISTANT SECRETARY, WATER AND POWER 


DEVELOPMENT, DEPARTMENT OF THE INTERIOR; ACCOM- 
PANIED BY KNOWLAND PLUCKNETT, ELECTRICAL ENGINEER, 


OFFICE OF THE ASSISTANT SECRETARY, WATER AND POWER 
DEVELOPMENT, DEPARTMENT OF THE INTERIOR 


Mr. Braptey. Mr. Chairman, my name is James Bradley. I am 
an engineering assistant in the Office of the Assistant Secretary, Water 
and Power Development, of the Department of the Interior. I have 
here with me Mr. Knoland Plucknett, who is an electrical engineer in 
the same office. 

The Secretary’s report on Senate Resolution 281 was furnished 
the committee last week. With your permission, I would like to 
summarize the Secretary’s views. 

First, with regard to implementation of the report of the Presiden- 
tia! Advisory Committee on Water Resources Policy, by cirect action 
of the executive agencies, the Department states that it is the intent 
of the administration to seek legislative action on policy recommenda- 
tions in every case in which existing law does not clearly leave dis- 
cretion in the executive agencies. The Secretary assures the commit- 
tee that he is fully aware of the constitutional doctrine of the separa- 
tion of powers and that the Department’s constant etfort will be to 
avoid even seeming to arrogate to itself powers that belong to the 
Congress. 

The Department is committed to participation in the development 
and utilization of our land and water resources for the widest benefit, 
as set forth in the first section of the resolution. It favors planning 
on an integrated and comprehensive basis for optimum physical and 
economic efficiency. It will continue its endeavors to facilitate and 
accelerate the submittal of reports to the Congress on the authorization 
of projects. Its report to Congress will continue to disclose all avail- 
able data on potential utilizations, costs, allocations, payout, and bene- 
fits, both direct and indirect. The Secretary’s report concludes with 
the statement that we will endeavor in every way possible to cooperate 
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with congressional committees and ‘present data on projects in such 
form that the committees can determine their merits on the basis of 
such criteria as the committees may adopt, as well as in terms of the 
criteria prescribed by other competent authority. 

In further response to the committees’ invit: ition to the Department 
to comment on the resolution, we would like to offer a brief statement 
on related subjects, having in mind the chairman’s opening remarks 
that the committee is interested in examining the nature of the actual 
operating relationships between the Congress and the executive agen- 
cies, rather than the details of the standards and mechanics for the 
planning and authorization of projects. 


BUDGET CIRCULAR A-47 


The resolution refers to Budget Circular A-—47, and the proposed 
revision of it, which were the subject of testimony by the Secretary 
before the House Committee on Interior and Insular Affairs last 
year. In summary, the Secretary testified that: 

First, the interests and responsibilities of Congress are well rec- 
ognized and the final decision rests with Congress; 

Second, he considered it necessary that the President promulgate 
policies and procedures to be followed in formulating programs and 
budgets which ultimately become his proposals to the Congress for its 
consideration ; 

Third, that the circular was not considered by either the Depart- 
ment or the Budget Director as the exclusive test of acceptability 
of projects. The Secretary then discussed the principal aspects of 
the circular which differed from departmental practice and policy, 
viz, balanced consideration of measurable and nonmeasurable effects 
of projects; the period of analysis; secondary benefits; repayment 
period; and provision for future development. The record shows that 
without objection by the Bureau of the Budget the Department has 
submitted a number of project recommendations reflecting such dif- 
ferences, together with the comments of the Bureau of the Budget 
thereon, to the C ongress for its consideration. 

There is sufficient latitude in the circular to permit this, since it 
expressly provides that an agency is not required to submit a report 
contrary to its views and, further, that the standards and procedures 
set forth in the circular shall not be regarded as authorizing deviation 
from existing law. Authorizations gr ranted by the Congress in some 
cases have adopted budget’s recommendations, in other cases have 
not. Thus, the Congress has been the final authority on our project 
proposals. 


REPORT OF THE PRESIDENTIAL ADVISORY COMMITTEE ON WATER RESOURCES 
POLICY 


Transmittal of this report to the Congress for its consideration has 
not been accompanied by any directive for its effectuation. Accord- 
ingly, we in Interior have directed our efforts to a careful study of 
its recommendations, some of which have been in effect for some time 
and others of which need further consideration. 
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We note that the report recognizes the responsibilities of the Fed- 
eral Government. for leadership, guidance, and action in this field, 
while recognizing also that there are a multitude of water develop 
ments which are more appropriate for regional, State, or local activity. 

We interpret the report as relating primarily to future proposals to 
be submitted to the Congress for its consideration and determination. 

Mr. Chairman, that concludes my prepared remarks. 

Chairman Murray. Are there any questions for this witness? 

Mr. Lineweaver. Mr. Bradley, you noted the other day that we 
asked Mr. Mutz to state the process of review in the Bureau of Ree- 
lamation. That brought it our pretty fully, I think, as to what the 
Bureau does within its own province. I wish you would submit for 
the record by tomorrow a statement of the reviewing process within 
the Department. 

Mr. Bravery. I would be glad to, sir. 

Mr. Lineweaver. Perhaps you may be able to do it in a few minutes 
here. 

Mr. Braptey. I think I could. The review consists of a circulari- 
zation of all our bureaus within Washington, such as Indian Affairs, 
and Fish and Wildlife, in order first that we might know within the 
Department of any allied interests and get their views built into the 
Reclamation report. 

After that, it comes ahead ready for secretarial review. 

The office of the Secretary has people on the Technical Review Staff 
and one or two in the Office of the Assistant Secretary for Water and 
Power. Those staff specialists analyze and report to the secretarial 
officers as to the contents and policy issues and engineering and others, 
if any, that they think they would be particularly interested in. 
Thereupon, it goes out under the Flood Control Act and by inter- 
agency agreement to other interested agencies in Washington for the 
conventional 90-day review, then back, and then over to the Budget, 
and over to Congress. 

Mr. Lineweraver. Where does the Interagency Committee come in? 

Mr. Bravery. Only as individuals, Mr. Lineweaver. The Inter- 
agency Committee on Water Resources does not, as a body, act on 
these reports. The other agencies come in, because of, first, the flood- 
control requirements, and the Chief of Engineers comments on water 
projects, and the States affected comment, and the Fish and Wildlife 
authorities also comment. ‘Then by agreement that has been extended 
beyond the Army to the Federal Power Commission, Agriculture, 
Health, Education, and Welfare, Interior—and I have missed one, 
I think—the Department of Labor. 

Chairman Murray. Thank you very much for your very clear-cut 
statement. 

Mr. Brapitey. Thank you, Mr. Chairman. 

Chairman Murray. The next witness this morning is Mr. Gladwin 
Young, Deputy Administrator of the Soil Conservation Service, De- 
partment of Agriculture, who has with him Mr. Fred Mynatt, Assist- 
ant General Counsel, Department of Agriculture. 


81618—56 
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STATEMENTS OF GLADWIN YOUNG, DEPUTY ADMINISTRATOR, 
SOIL CONSERVATION SERVICE, DEPARTMENT OF AGRICULTURE; 
AND FRED MYNATT, ASSISTANT GENERAL COUNSEL, DEPART- 
MENT OF AGRICULTURE 


Mr. Younc. I am Gladwin Young, Deputy Administrator of the 
Soil Conservation Service, representing the Department of Agricul- 
ture at this hearing. This is Mr. Fred Mynatt, Associate General 
Counsel of the Office of the General Counsel, Department of 
Agriculture. 

The position of the Department of Agriculture on Senate Resolution 
281 is presented in the report of the Acting Secretary of Agriculture 
to the chairman of the Committees on Interior and Insular Affairs 
and Public Works, June 25, 1956. 

This position, as stated in that report, is that from the standpoint 
of the continued orderly administration of the watershed protection 
and flood prevention programs of this Department, we see no need 
for the resolution. The only Department program which the circular 
affects is covered under Public Law 566, 83d Congress. 

In assisting local organizations in the preparation of plans for 
small watersheds in accordance with this act, this Department’s pro- 
cedures have been in conformance with the provisions of Budget 
Circular A-47. 

The circular provides, among other things, that the standards and 
procedures set forth in this circular shall not be regarded as authoriz- 
ing any deviation from the general or specific requirements of law. 
Whenever a report or budget estimate varies from such standards 
or procedures because of requirements of existing law, the variations 
shall be indicated, and reference made to the section of the law impos- 
ing such requirements. 

No instance has occurred in our experience in administering Public 
Law 566 in which the law has required such a variation. 

That concludes my statement. 

Chairman Murray. Does Mr. Mynatt wish to make any statement ? 

Mr. Mywnarrt. No, sir. 

Chairman Murray. Very well. Thank you very much for your 
statement. 

The next witness is Willard W. Gatchell, Federal Power Commis- 
sion. 

Mr. Linewe4ver. Do you have a prepared statement, Mr. Gatchell ? 


STATEMENT OF WILLARD W. GATCHELL, GENERAL COUNSEL, 
FEDERAL POWER COMMISSION 


Mr. Gatcue.ty. No, Mr. Lineweaver. 

Mr. Chairman and members of the committee, my name is Willard 
W. Gatchell. I am General Counsel of the Federal Power Com- 
mission. 

Mr. Chairman, you put into the record at the beginning of the hear- 
ing all of the reports which had been submitted, including the one sub- 
mitted by the Federal Power Commission, on this Senate Resolution 
281. 
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If I might just refer to one aspect of that, that I think the committee 
might want to consider especially: The Federal Power Commission 
has very limited responsibilities in connection with development of 
water resources under Federal auspices, and that responsibility, of 
course, is limited to power. 

We do participate in the Federal Interagency Committee in com- 
menting upon reports that are in the course of preparation by the Sec- 
retary of the Army and the Secretary of the Interior in some cases, 
and of course do submit to those agencies any applications for licenses 
under the Federal Power Act. 

The Commission also has limited authority with respect to the power 
rates from certain Federal power projects. We have no such au- 
thority with respect to reclamation power developments, but we do 
have limited Lamoetty under the Bonneville Act and under the Fort 
Peck Act, and section 5 of the River and Harbor Act of December 22, 
1944. 

The Commission has recommended to Congress previously—and 
that was in connection with Senate bill 1857—that the Commission 
either be given effective regulatory authority or that the regulatory 
authority over power rates as to Federal power plants, its. present 
authority, be removed in that respect. However, it is by reason of 
the fact of this limited j jur isdiction over Federal power 1 rates in certain 
circumstances that the Commission has participated in some of these 
project studies for the purpose of determining what power use can 
be made of certain water resources. 

In all of the Flood Control Acts since 1944 and River and Harbor 
Acts since then the Commission has been given authority to examine 
into whether there should be penstocks or other power facilities in- 
stalled at Federal dams, and a determination of the size of the power 
installation is a very vital factor that enters into it. 

If there is to be a power installation, the Commission has recom- 
mended that that power installation be made which is in its opinion 
best adapted to comprehensive use of those water resources, not only 
for power but for all other uses for which those resources are suited. 

I might also say that the Commission has recommended that Fed- 
eral power installations be made at a very large number of projects 
constructed in recent years and for which authorizations have been 
granted by Congress or recommendations are pending before Congress 
in Army 308 reports. 

It has, however, as an independent agency, and not as one of the 
agencies under any department, exercised its responsibilities entirely 
independently of the executive departments and submitted its recom- 
mendations solely with respect to those phases of the power develop- 
ment for which it has been assigned responsibility. 

In one aspect of it, it recommends that whatever agency has the 
final determination of the rates from a Federal power project should 
be the agency which would make the allocation of the power costs 
where there are several purposes that might be served by a particular 
project. I think that is most important. I do not need to say to 
this committe that there is a natural interest on the part of those 
who are securing power from Federal power projecs to have the rates 
as low as possible. On the other hand, those who are primarily inter- 
ested in flood control want the flood-control costs kept down as low 
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as possible so as to get as much in flood benefits as they can and show 
an economic justification for the investment. 

Chairman Murray. In the development of the great resources of the 
Nation the low cost of power has a very import: int part. 

Mr. Garcuenn. It has, Senator. And the Commission has taken the 
position that the resolution of the various opinions between what 
allocations should be made with respect to flood control and naviga- 
tion and power and reclamation and whatever else might be involved 
should be one made by that agency which ultimately determines the 
rates. If that agency is the Federal Power Commission, then the 
allocation of costs might, in the opinion of the Commission, be very 
well left to the Commission as such. But if it is not to be given 
responsibility, then whatever agency does determine the rates for 
power sales should be the one that makes the allocation of the power 
costs. 

Thank you very much. 

Chairman Murray. If you desire to make any further statement for 
the record, you may do so. 

Before concluding, I have a letter from Mr. Ival V. Goslin, engi- 
neer-secretary of the U pper Colorado River Commission, of Grand 
Junction, Colo., together with a memorandum from him to the mem- 
bers of the Commission. I believe that the record already includes a 
telegram from Mr. Goslin to Senator Anderson. However these addi- 
tional communications will be placed in the record at this point. 

(The letter and memorandum referred to follow :) 


Uprper CoLorapo RIver COMMISSION, 
Grand Junction, Colo., June 29, 1956. 
Hon. JAMES E. Murray, 
Chairman, Interior and Insular Affairs Committee, 
Senate Office Building, Washington, LD. C. 

Deak SENATOR MurRRAY: Recently we received a copy of Senate Resolution 
281 on conservation and development of land and water resources relating to 
the Congress and executive agencies. 

The subject of this resolution is of great importance to the States of the 
upper Colorado River Basin which the Upper Colorado River Commission repre- 
sents. Will you please advise us if and when hearings are to be held on this 
resolution ? 

Enclosed is a copy of a memorandum on the subject which I prepared and 
sent to each of our Commissioners and their principal advisers. 

Sincerely yours, 
IvaL V. GosLin, 
Engineer-Secretary. 


Upper CoLokApo RIVER COMMISSION, 
Grand Junction, Colo., June 20, 1956. 
Memorandum to: Commissioners Newell, Bliss, Delaney, Bishop, Clyde 
From: Ival V. Goslin, engineer-secretary 
Subject : Senate Resolution 281 (Federal water resources program ) 

Prior to 1952, the procedure for investigation of water resource projects was 
fairly well established. Congress not only provided funds for preliminary in- 
vestigations, but also required that when projects were found to be financially 
feasible and economically justifiable definite plan reports were to be prepared 
in the regional or district office of the Bureau of Reclamation or Corps of Engi- 
neers for review in Washington. These reports were then acted upon by the 
Bureau of the Budget and submitted to the Congress for hearings by the proper 
committees on the questions of authorization of the project. 

Under the procedure outlined above excellent progress was made in the con- 
struction of both reclamation and flood control projects. It was inevitable that 
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differences in the standards of criteria used by the various agencies of Govern 
ment for the justification of projects would develop. These differences in criteria 
have been used by opponents of the reclamation program as excuses for attacking 
the entire Federal water resources policy. 

Opponents of reclamation have urged that a single set of rules be established 
under which all projects would be judged as to feasibility. Their efforts resulted 
in the issuance by the Bureau of the Budget on December 31, 1952 of circular 
A-47 which was supposed to set up rules for establishing project feasibility. 
Opponents of the Federal water resources program continued to urge that still 
more drastic rules be established. On November 29, 1954, the Bureau of the 
Budget prepared circular A—47 (revised) 

The next step was for the President to appoint an Advisory Committee on 
Water Resources Policy. The report of this Committee, known as House Docu 
ment No. 315, was submitted to Congress on January 17, 1956. In this report are 
proposed many new requirements which, if placed in full effect, will seriously 
delay and might eventually prohibit continuation of the Federal program for 
construction of water resources projects. 

The new procedure ene under A-47 (revised) and House Document No. 
315 would require a large amount of additional engineering data, a review of 
reports by a committee cS be set up in each region, another board of review in 
Washington, and then submission of the report to a coordinator for final ap 
proval. Any one of these committees or boards could hold up the report or send 
it back for changes or additional information. In the end the coordinator 
would be authorized to finally reject the report without sending it to Congress 
for consideration by that body. 

On June 13, 1956, Senate Resolution 281 was introduced by Senator Murray 
(for himself, Senator Anderson, Senator Chavez, and Senator Kerr). This Sen 
ate resolution would define the views of the Senate as to the new procedures 
A copy of it is enclosed for your consideration. 

Senator Murray, chairman of the Interior and Insular Affairs Committee of 
the Senate, announced on the floor of the Senate that efforts will be made to 
hold hearings on Senate Resolution 281 in about 10 days by a special committee 
to be composed of members of the Senate Interior Committee and the Senate Pub- 
lic Works Committee. 

It seems to me that this subject should be given serious consideration because 
criteria which may be adopted for the justification of projects may materially 
affect the future authorization of participating projects in the upper Colorado 
River Basin. Perhaps witnesses from your State or representatives of the 
Upper Colorado River Commission should participate in the proposed hearings. 
This memorandum is being sent to you in order that you may deliberate upon the 
problem and make known your views. Please let this office know if you wish it 
to take any direct action by participating in the hearings or otherwise. 

IvAL V. GosLin, Engineer-Secretary. 


The Cuarrman. We will insert as an appendix to the record, when 
available, copies of correspondence between Senator Kerr and the 
Bureau of the Budget relating to questions the Senator from Okla- 
homa propounded to the Budget Director, together with the Direc- 
tor’s reply. 

Another appendix I direct to be included in the record is made up 
of statements on the floor of the Senate by myself, Senator Hruska 
(Nebraska), a member of the Public Wor ks Committee, and a brief 
statement by Senator Chavez, chairman of the Senate Public Works 
Committee. 

(Comairree Note.—The text of S. 281 as reported by the committee 
and unanimously agreed to by the Senate on July 26, 1956, is also 
made a part of the appendix. ) 

That concludes the witnesses for today. This will conclude the hear- 
ing, unless someone else wishes to appear before the committee. We 
will now adjourn. 

(Whereupon, at 12:02 p. m., the hearing was closed.) 
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APPENDIX A 


CORRESPONDENCE BETWEEN SENATOR KERR AND THE DIRECTOR OF THE BUREAU OF 
THE BUDGET 
JuLy 19, 1956. 
Mr. Rosert E. Merriam, 
Assistant to the Director, 
Bureau of the Budget, Washington, D. C. 

Dear Mr. Merriam: I wish to acqnowledge receipt of your letter of July 18 in 
which you answer certain questions which I asked in my letter relative to the 
testimony at the joint hearing on Senate Resolution 281, before the Senate Com- 
mittees on Interior and Insular Affairs and Public Works. 

I appreciate your promptness in replying to my letter. 

With best wishes, I am 

Sincerely yours, 
Rosert 8S. Kerr. 


JULY 12, 1956. 
Mr. RosBert E. MerrIaAm, 
Assistant to the Director, 
Bureau of the Budget, Washington, D. C. 


Drar Mr. MerrtAmM: I should like to pursue more specifically the subject matter 
of your testimony yesterday in the joint hearings on Senate Resolution 281, before 
the Committee on Interior and Insular Affairs. 

I particularly should like to have you furnish me the answers to the following 
questions: 

1. Has there been any instance in which a construction or operating agency 
of the Federal Government has recommended to the Congress that a particular 
water resources project be authorized, and in which the Bureau of the Budget 
has recommended to the Congress that it not be authorized? 

2. If your answer to question 1 is in the affirmative, please identify the in- 
stances and document them. 

3. Has there been any instance, in addition to the content of your answers 
to questions 1 and 2, in which a construction or operating agency of the Federal 
Government has taken the position that a particular water-resources project 
should be undertaken, but in which the Bureau of the Budget has taken a con- 
trary position? 

4. If your answer to question 3 is in the affirmative, please identify the in- 
stances and document them. 

5. If either your answer to question 1 or your answer to question 3 is in the 
affirmative, were the reasons for the budget position founded in the principles set 
forth in Budget Circular No. A-47, or the principles set forth in the proposed 
revision of Budget Circular No. A-47, or the principles set forth in the report of 
the Presidential Advisory Committee on Water Resources Policy, or in any com- 
bination of the principles reflected in the provisions of these several documents? 
If so, please describe particularly wherein this was true. 

6. If either your answer to question 1 or your answer to question 3 is in the 
affirmative, but the reason for the Budget position were founded other than in 
Budget Circular No. A-47, or its proposed revision, or the Report of the Presi- 
dential Advisory Committee on Water Resources Policy, or in any combina- 
tion of the provisions of these documents, please state the reasons for that 
position, with specific relation to the particular facts in individual instances, 

7. If either your answer to question 1 or your answer to question 3 is in the 
negative, does this indicate a collective conclusion among the engineers, the 
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economists, and the other technicians on the staffs of both the construction or 
operating agency and the Bureau of the Budget that a paricular project, which 
has been studied, is not feasible? 

8. What projects authorized since December 30, 1952, could have been au- 
thorized, in your judgment, had they been governed strictly by the standards set 
forth in the Report of the Presidential Advisory Committee on Water Resources? 

The receipt of your response to these questions not later than Monday, July 
16, will be appreciated. 

Sincerely yours, 

Rorert 8S. Kerr. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BUDGET, 
Washington, D. C., July 18, 1956. 
Hion. Ropwert 8S. Kerr, 
United States Senate, 
Washington 25, D. C. 


My Dear SENATOR Kerr: Your letter of July 12, 1956, states that you wish 
to pursue more specifically the subject matter of the testimony at the joint 
hearing on Senate Resolution 281, before the Senate Committees on Interior 
and Insular Affairs and Public Works; and, for this purpose, you request that 
I supply answers to a list of questions contained in your letter. The follow- 
ing information is in the form of answers to your specific questions. 

Question No. 1. Has there been any instance in which construction or operating 
agency of the Federal Government has recommended to the Congress that a 
particular water resources project be authorized, and in which the Bureau 
of the Budget has recommended to the Congress that it not be authorized? 

Answer. While there are a few projects recommended by an agency and re- 
viewed by the Bureau of the Budget since January 1, 1953, which the Bureau has 
recommended not be authorized, there are a number of other cases in which 
the Bureau has recommended that a project be authorized only if substantive 
changes are made from the agency’s recommendations. 

Question No, 2. If your answer to question 1 is in the affirmative, please iden- 
tify the instances and document them. 

Answer. Enclosed is a list, together with documentary references, identify- 
ing projects which an operating agency has recommended by authorized and 
which the Bureau of the Budget has recommended either not be authorized or 
authorized only with substantive qualifications. To the best of our knowledge 
this is a complete list, although it necessarily has been prepared under very 
short time limitations. 

Question No. 8. Has there been any instance, in addition to the content of 
your answers to questions 1 and 2, in which a construction or operating agency of 
the Federal Government has taken the position that a particular water resources 
project should be undertaken, but in which the Bureau of the Budget has taken 
a contrary position? 

Answer. Yes. 

Question No. 4. If your answer to question 3 is in the affirmative, please identify 
the instances and document them. 

Answer. In accordance with the understanding reached with Mr. McBride of 
your office, there is enclosed a list of authorized projects recommended by agen- 
cies for appropriations for 1957 but not included in the President’s budget. 

Question No, 5. If either your answer to question 1 or your answer to question 3 
is in the affirmative, were the reasons for the budget position founded in the 
principles set forth in Budget Circular No. A—47, or the principles set forth in 
the proposed revision of Budget Circular No. A—47, or the principles set forth 
in the Report of the Presidential Advisory Committee on Water Resources 
Policy, or in any combination of the principles reflected in the provisions of 
these several documents? If so, please describe particularly wherein this was 
true. 

Answer. In the review of water resources project reports for authorization 
and in the review of budget estimates to initiate construction of new projects, 
the Bureau of the Budget has been governed by the principles and policies set 
forth in Budget Circular No. A-47 issued December 31, 1952, and by the policies 
enunciated by President Eisenhower in his.message to the Congress. The Bureau 
has not been governed by the principles set forth in the proposed revision of 
Budget Circular No. A—47, since this draft revision has not been approved either 
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by the Director of the Budget or by the President. Nor has the Bureau, in its 
actions taken to date on project reports, been governed by the principles set 
forth in the Report of the Presidential Advisory Committee on Water Resources 
Policy. While the Water Policy Report was commended by the President to the 
attention of the Congress on January 17, 1956, it is recognized that specific legis- 
lative proposals and administrative actions will be reqiured to implement the 
principles and policies contained in the report. However, it should be noted that 
there are many similarities between the policies of Budget Circular A-47 and 
the recommendations of the Water Policy Report. 

The basie policies of the President relating to water resources development, 
which guide the Bureau of the Budget in its actions, were expressed by the Presi- 
dent in his first messages to the Congress. In his state of the Union message 
of February 2, 1953, the President stated: 

“The best natural resources program for America will not result from exclu- 
sive dependence on Federal bureaucracy. It will involve a partnership of the 
States and local communities, private citizens, and the Federal Government, all 
working together. This combined effort will advance the development of the 
great river valleys of our Nation and the power that they can generate. * * *” 

These policies were further elaborated by the President in his first Budget 
Message of January 21, 1954 in which he stated: 

“A strong program of resource conservation and development is necessary to 
support the progressively expanding demands of our increasing population and 
to contribute to the economic growth and security of the Nation. Achievement 
of this goal requires a combined effort on the part of States and local com- 
munities, citizens, and the Federal Government. To the greatest extent pos- 
sible, the responsibility for resource development, and its cost, should be borne 
by those who receive the benefits. In many instances private interests or State 
and local governments can best carry on the needed programs. In other instances 
Federal participation or initiative may be necessary to safeguard the public 
interest and to accomplish broad national objectives.” 

Question No. 6. If either your answer to question 1 or your answer to question 
3 is in the affirmative, but the reasons for the Budget position were founded 
other than in Budget Circular No. A—47, or its proposed revision, or the Report 
of the Presidential Advisory Committee on Water Resources Policy, or in any 
combination of the provisions of these documents, please state the reason for 
that position, with specific relation to the particular facts in individual instances. 

Answer. In addition to the policies expressed by the President and the prin- 
ciples and policies contained in Budget Circular No. A-47, the Bureau of the 
Budget’s recommendations for starting new water resources developments have 
been governed by the President’s overall budgetary and fiscal policy. This 
administration has steadfastly adhered to the principle that sound financial 
management is a prerequisite for a strong national economy and for accom- 
plishment of major national goals. Accordingly, new water resources programs 
have been reviewed in the light of the necessity to maintain a proper balance 
between the need for water resources projects and other essential services 
provided by the Federal Government. 

Question No. 7. If either your answer to question 1 or your answer to question 
3 is in the negative, does this indicate a collective conclusion among the engi- 
neers, the economists, and the other technicians on the staffs of both the con- 
struction or operating ageney and the Bureau of the Budget that a particular 
project, which has been studied, is not feasible? 

Answer. In view of the fact that the answers to questions No. 1 and 3 have 
been in the affirmative, question No. 7 does not appear to be applicable. 

Question No, 8. What projects authorized since December 30, 1952, could have 
heen authorized, in your judgment, had they been governed strictly by the 
standards set forth in the Report of the Presidential Advisory Committee on 
Water Resources? 

Answer. The Report of Presidential Advisory Committee on Water Resources 
Policy represented a broad statement of principles intended to be applied to 
future authorizations. It is recognized that specific legislative recommendations 
will be required to implement certain of the recommendations of the Report. 
It is also recognized that more detailed criteria will be needed to develop 
standards for economic justification and financial feasibility of proposed water 
resources projects before the generalized recommendations of the Water Re- 
sources Policy Report can be implemented. Until specific legislative recom- 
mendations and more detailed criteria have been developed, it is not possible 
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to determine whether specific projects authorized since December 30, 1952 could 
have been authorized had they been governed strictly by the standards set 
forth in the Water Policy Report. 

I believe the above answers provide the information you requested. If we can 
be of any further assistance do not hesitate to call upon us. 

Sincerely yours, 
Rosert FE. MERRIAM, 
Assistant to the Director. 


Question 2: Projects which an operating agency has recommended be authorized 
and which the Bureau of the Budget has recommended either not be authorized 
or authorized only with substantive qualifications 


Date of Bureau) Congressional document 
Project of the Budget | number 
letters 





Port Aransas-Corpus Christi Waterway, Tex-- -----} Jan. 19,1953 
Holland Harbor and Black Lake (Lake Macataw: 4), “Mich. July 27, 1953 
Rouge River Harbor at Gold Beach, Oreg-.....- Le. 


H, Doc. 89, 83d Cong. 
H, Doc, 282, 83d Cong. 


| 
4. Corps of Engineers: ad. 
| 8. Doc, 83, 83d Cong. 


— Bayou and tributaries, flood protection for Houston, July 30, 1953 H. Doe, 2 0, 83d Cong. 


Mississippi River: Guttenburg, Iowa to Hamburg Bay, Ill__| Aug. 11,1953 | H. Doc. 281, 83d Cong. 
Columbia River at the mouth, Oregon and W Vashington- .| Aug. 14,1953 | H, Doc. 249, 83d Cong. 
Cumberland River, Ky. and Tenn-- eens ....----| 8, Doe, 81, 83d Cong. 
Port Washington Harbor, Wis... ee aaa ae Apr. f f H, Doc, 446, 83d Cong. 
Richmond Harbor, Calif.__----- foie Apr. f H. Doc. 395, 83d Cong. 
Playa del Rey Inlet and Basin, Ve nice, Calif... és Apr. H, Doce. 389, 83d Cong. 
Grays Harbor and Chehalis River, Wash_-_- Apr. s H. Doc, 412, 83d Cong, 
ae levels of the Great Lakes: Local flood protection | May H, Doc, 424, 83d Cong. 
projects. 
Tillamook Bay and Bar, Oreg-- é ‘ May Y 8. Doc, 128, 83d Cong. 
San Lorenzo River, C alif_. oceania May : : H, Doc, 447, 83d Cong. 
Mississippi River and tributaries with — respect to Old | July H, Doc, 478, 83d Cong. 
River control. 
Mississippi River at Alton, Ill-_- isnitililile tind a tiaiaenan July 98,1954 | H. Doe, 136, 84th Cong. 
Red River and tributaries, Texas, “Oklahoma, Arkansas, | July 16,1954 | H. Doc, 488, 83d Cong. 
and Louisiana. 
Richland, Chambers and Cedar Creeks, Tex-. Sdeithy Aug. 10,1954 | H. Doc. 498, 83d Cong. 
West Branch of the pee 2hanna River, Pa-. shvand= a _..do........| H, Doc. 29, 84th Cong. 
Morehead City Harbor, N. C ..| Mar. 14,1955 | 8. Doc. 54, 84th Cong. 
Kalamazoo River, Mich., Kalamazoo and ‘vicinity -. hed May 23,1955 | 8. Doc. 53, 84th Cong. 
SS i eee June 22,1955 | H. Doc, 332, 84th Cong. 
Purgatoire River, i. Sept. 9,1955 | H. Doc, 325, 84th Cong. 
B. Bureau of Reclamation: 
Washita River Subbasin (Red River Basin), Okla. and Tex_| July 28,1953 | H. Doc. 219, 83d Cong. 
Chief Joseph Dam project, Washington_____-- i .| Apr. 13,1954 | H. Doc. 374, 83d Cong. 
Glendo Unit, Wyoming, Missouri River project. .| May 28,1954 | None. 
Haystack Equalizing Reservoir, North Unit, Deschutes 
project, Oregon __-_- June 4, 1954 Do. 
Talent Division, Rogue River Basin \ Project, omngen June 11,1954 | H. Doc. 450, 83d Cong. 
Michaud Flats project, Idaho. - ae ....---| July 23,1954 | H. Doc. 485, 83d Cong. 


i 





Question 4: Authorized projects recommended by agencies for appropriations for 
1957 but not included in the President’s budget 


af ae of Pngineers: 
. Port Hueneme, Calif. 
. Kawaihae Harbor, T. H. 
. Mississippi River, between Ohio and Missouri Rivers, Il). and Mo., regu- 
lating works 
. Bayou Segnette Waterway, La. 
. Keystone Reservoir, Okla. 
. Dam No. 8, Monongahela River, Pa. 
. Port Aransas—Corpus Christi Waterway (channel to La Quinta) 
. Dardanelle lock and dam, Arkansas 
Eufaula Reservoir, Ark. 
B. Bureau of Reclamation : None. 
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APPENDIX B 
STATEMENTS BY SENATOR Murray, SENATOR CHAVEZ, AND SENATOR HrauskKa 
STATEMENT BY SENATOR MURRAY 


Mr. Murray. Mr. President, Senate Resolution No. 281 is a first step toward 
securing for the Congress the type of information we require for adequate con- 
sideration of water-resource projects. The resolution in this respect speaks for 
itself in connection with the direction for the development on behalf of the Senate 
of a definitive plan to advise the executive agencies of the character of informa- 
tion that is to be presented with or without recommendation for authorizing 
legislation. 

The study will be made jointly by the Committee on Public Works and the Com- 
mittee on Interior and Insular Affairs during the coming recess, and the results 
will be presented as early as practicable during the 1st session of the 85th Con- 
gress. This study will be made in consultation with other committees of the Sen- 
ate and House of Representatives concerned, as well as executive agencies that 
have responsibility for the development of water resources. It is the intention of 
the sponsors of the resolution that the study and the report shall be objective and 
constructive, with the sole view of getting essential data before the Congress in 
concrete, understandable form. 

The second phase of the resolution is the caution to the executive agencies 
against attempting to infringe on legislative prerogatives by putting into effect 
policies and programs, without even giving the Congress opportunity to consider 
them. In reporting this phase of Senate Resolution 281, we had currently in mind 
the failure to send to the Congress recommendations for legislative action to im- 
plement the recommendations of the President’s Water Policy Committee. 

In our hearings on Senate Resolution 281 we had no adequate explanation of 
the failure to send up recommendations, as the President had stated would be 
done. Hints that the Executive proposed to proceed to implement the recommen- 
dations by administrative fiat led to an alert to the Congress and a caution to the 
executive agencies to watch, look, and listen. 

We have been particularly concerned about the additional layering process in 
the executive agencies in handling water resource projects. Our two committees 
are agreed, I believe, that there is now sufficient overhauling, review, and re- 
review of project reports before these documents get to Congress. To add other 
layers between the working agencies and the Congress smacks of pyramiding 
blockades against a constructive program of water development that is so vital to 
the Nation’s progress and permanent prosperity. 

The resolution, as amended, together with a comprehensive analysis is printed 
in full in report No. 2686. Therefore, I shall avoid a further detailed discussion 
of the preamble and purpose. 

Mr. President, I desire to express my appreciation of the cooperation of Mem- 
bers on both sides of the aisle, of both the Committee on Interior and Insular Af- 
fairs and the Committee on Pubiic Works. The unanimity of support for the pro- 
posals set forth requires that we approach the task we have recommended in a 
constructive manner, which we can assure the Senate we will do. 

I now yield to the distinguished chairman of the Public Works Committee, 
whose cooperation with that of his colleagues has been most helpful in bringing 
to the Senate floor this constructive proposal. 


STATEMENT BY SENATOR CHAVEZ 


Mr. CHAVEz. Mr. President, I am glad to agree with my friend, the Senator 
from Montana; and I do so on the basis of the hearings and the information ob- 
tained there. I also wish to concur in the committee’s recommendations regard- 
ing this resolution. I do so with the greatest confidence in the Senator from 
Montana. 

The principal objectives of this resolution are found stated in essence in sec- 
tion 6, which declares that the Committees on Interior and Insuiar Affairs and 
on Public Works jointly study with other appropriate committees, standards 
and overall criteria for the evaluation of all proposed projects for the conser- 
vation and development of land and water resources, and to design a compre- 
hensive and authorized set of standards and overall criteria therefor. . 

Exception has been taken by some to some of the criteria which have been 
applied to projects submitted to operating agencies and to the Bureau of the 
Budget for their evaluation and report. 
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In order to fully understand the procedures whereby such reports are required 
and recommendations made thereon, it is well to consider the following: 

Since 1943, under Executive Order 9384, the Bureau of the Budget has con 
ducted a review of project reports on behalf of the President. This is in the 
interest of orderly operation of the executive branch. Such review is in recog- 
nition of the fact that such projects are a part of the Presidential program. It 
gives the President a chance to tell Congress whether a given project is con- 
sistent with the overall President’s program, including fiscal policies. It informs 
Congress of any views or objections or modifications which the President may 
have regarding the subject project. 

This review is made after the operating agency has worked out studies, plans 
estimates, and details on the project. 

There is a need for standards and Criteria by which executive departments 
and agencies can be guided in preparing recommendations and reports. 

This need arises because Congress often requires of an operating agency cer 
tain determinations and recommendations without setting out any criteria or 
even guideposts for its use. One of the latest examples of this is found in H. R. 
8750, amending the Watershed and Flood Prevention Act (Public Law 566, 83d 
Cong.), as acted upon by the Senate on July 20, 1956. In that bill, the Secretary 
of Agriculture is authorized “to prepare plans and estimates required for ade 
quate engineering evaluations; to make allocations of costs to the various pur- 
poses to show the basis of such allocations, and to determine whether benefits 
exceed costs.” 

Yet the procedures, standards, and methods by which these things can be 
accomplished are not specified in the law. Obviously, someone must prepare 
them for use by the Secretary of Agriculture and his appropriate agencies. 

If Congress fails to act in this regard, as it did in this particular instance 
and many, many other instances, the need can be filled by the operating agency 
itself or by the Bureau of the Budget, which is the agency for presenting overall 
views and approaches of the executive department. 

To meet just such needs the Bureau of the Budget under President Truman 
issued on December 31, 1952, Budget Circular A-47, setting forth standards and 
procedures for the review of proposed Federal water and related land resources 
programs and projects. 

As I understand it, the use of such general standards by the executive branch 
in the review of project reports does not determine the recommendations of 
operating agencies to the Congress regarding authorization of projects. That 
circular does not in any way change any of the requirements of existing law. 
In fact, there is express provision bearing on this very point, as stated in para- 
granvh 4 of Circular A—47, in this language: 

“The standards and procedures set forth in this circular shall not be regarded 
as authorizing any deviation from general or specific requirements of law.” 

Actions taken by the Bureau of the Budget under Circular A—47, therefore, 
are presentations of information and recommendations to the Congress by that 
agency on behalf of the President. The Congress, of course, in its action on 
legislation makes the final decisions on authorizations of projects. 

That Congress has not been inhibited in the slightest by such recommendations, 
and even by its own policy with reference to some requirements for procedures, 
is found in the omnibus bill for rivers and harbors and flood prevention projects 
which is currently pending in the Senate. In the bill H. R. 12080, as approved 
by the House, about one-fourth of the projects included therein had not even 
been processed through the Bureau of the Budget, and in fact the Bureau of the 
Budget had not received any reports thereon from the operating agencies. In 
those projects in the Senate Committee on Public Works, projects for which no 
report had been received by the Bureau of the Budget as of the date of consid- 
eration thereof by the committee numbered about 18 or 20. In fact, in several 
instances there were not even any reports by the Corps of Engineers or any dis- 
trict or division thereof, and the projects were approved. 

This is commented on to demonstrate that the Congress is the final and ulti- 
mate authority and that it exercises that authority in its own discretion and 
within its legitimate powers. 

It is submitted that if the Congress is dissatisfied with the standards used by 
operating agencies or by the Bureau of the Budget, the remedy lies in prescrib- 
ing such standards as the Congress itself may consider desirable. It is submitted 
that dissatisfaction with those standards sheuld not serve as a basis for criticism 
of the agencies which use them so long as there is no congressional directive 
forbidding their use or required use of other standards. In short, the remedy 
lies with Congress. 
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To the extent that the attending resolution calls for the preparation of such 
standards with a direction that they be used in applicable cases, I can find no 
fault with it. 

On the other hand, if there is displeasure by any Member of Congress with 
the use of such standards by the operating agencies or by the Bureau of the 
Budget, that displeasure should not be visited upon those agencies by way of 
criticism. 

It should be remembered that when projects are referred to agencies for study 
and analysis, it does not necessarily follow that a favorable report must be ren- 
dered thereon. Such a view would be prejudging the application, and would 
make totally unnecessary reference for recommendation. The purpose of refer- 
ring such applications is to have the agencies furnish the Congress with sufficient 
data and information upon which Congress may then base decision to approve 
the application and authorize the project. 

In short, if there is any fault to be found in the present situation, Congress 
in all fairness should look to itself for its part in creating it. 


APPENDIX C 


TExT OF 8S. 281 AS REPORTED BY THE COMMITTEE AND UNANIMOUSLY AGREED TO BY 
THE SENATE ON JULY 26, 1956 


Whereas the Bureau of the Budget, on December 31, 1952, issued Circular 
Numbered A—47, prescribing standards, procedures, and policies for the evalua- 
tion of proposed Federal projects for land and water resources conservation and 
development; and 

Whereas the Bureau of the Budget, on November 29, 1954, proposed a revision 
of Circular Numbered A-47, the application of which would impose further re- 
striction by the executive agencies on Federal participation in the conservation 
and development of land and water resources, and on which hearings were held 
by the House Committee on Interior and Insular Affairs March 15 and March 
40, 1955; and 

Whereas on January 17, 1956, the President of the United States transmitted 
to the Congress the Report (House Document Numbered 315, Eighty-fourth Con- 
gress, second session) of the Presidential Advisory Committee on Water Re- 
suvurces Policy, consisting of the Secretary of Defense, the Secretary of the In- 
terior, and the Secretary of Agriculture, designated by the President May 26, 
1954, with a recommendation that “* * * the Congress give prompt attention 
to its proposals”; and 

Whereas it is stated, at page 84 of the Economic Report of the President, 
transmitted to the Congress January 24, 1956, that “in due course, legislative pro- 
posals will be submitted to implement the recommendations” of the Presidential 
Advisory Committee on Water Resources Policy, but no such proposals have yet 
been submitted to the Congress and instead it is indicated that the recommenda- 
tionS may be implemented by direct action of the executive agencies ; 

Whereas notwithstanding that the conditions recited in this resolution result 
by reason of policies or actions under more than one national administration 
and by more than one branch and department of the Federal Government, it is 
desirable that this Congress initiate proper corrective action : Now, therefore, be it 

Resolved, That it is the sense of the Senate that the stabilization of the 
national economy and the effectuation of the wisest, most orderly, and most 
economic utilization of the land and water resources of the Nation for the 
widest possible public benefit require that the Congress continue to exercise all of 
its constitutional powers to encourage the conservation and development of such 
resources to establish national policy pertaining thereto, and that any nullifica- 
tion by the executive agencies of this long-established principle would con- 
stitute a usurpation of the legislative power. 

Sec. 2. That land and water resources development should be planned on 
comprehensive bases and with a view to such an ultimately integrated operation 
of component segments as will insure the realization of an optimum degree of 
physical and economic efficiency. 

Sec. 3. That the number of Federal agencies, offices, and organizations having 
to do with the planning and review of projects for the conservation and develop- 
ment of land and water resources should be reduced, rather than increased, and 
that technical and administrative routing and review procedures should be sim- 
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plified and shortened in order to facilitate and to accelerate the submittal of 
reports to the Congress in support of requests for the authorization of projects. 

Seo. 4. That reports to the Congress in support of requests for the authoriza- 
tion of projects for the conservation and development of land and water resources 
should include evaluations made in accordance with criteria prescribed by the 
Congress, and that they should fully disclose the details and results of all studies 
and analyses of all potential utilizations, costs, allocations, payout, and benefits, 
both direct and indirect, made by all interested operating agencies. 

Sec. 5. That the preservation of the constitutional principle of separation of 
powers requires that any departure by the executive agencies from the observance 
and employment of the policies, standards, procedures, and techniques retlected 
in and growing out of the law governing the conservation and development of 
the land and water resources of the Nation be effected only after approval by the 
Congress. 

Sec. 6. That the Committee on Interior and Insular Affairs and the Committee 
on Public Works be, and they hereby are, directed jointly to study, in consulta- 
tion with other appropriate committees and executive agencies, and to design 
and to formalize a comprehensive and particularized set of standards and overall 
criteria for the evaluation of all proposed projects for the conservation and 
development of land and water resources, including attention to the several spe- 
cific factors recognized in section 4 of this resolution, all to the end that the 
Congress shall fully exercise its constitutional powers, as reflected throughout 
the text of this resolution. The Committee on Interior and Insular Affairs and 
the Committee on Public Works are hereby directed to submit to the Senate, as 
early as practicable during the first session of the Eighty-fifth Congress, a detailed 
report with respect to their implementation of this section. 
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